DEPARTMENT OF COMMERCE AND RELATED 
AGENCIES APPROPRIATIONS FOR 1961 


HEARINGS 


SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 
EIGHTY-SIXTH CONGRESS 


SECOND SESSION 


SUBCOMMITTEE ON DEPARTMENT OF COMMERCE AND RELATED 


AGENCIES 
PRINCE H. PRESTON, Georgia, Chairman 
ALBERT THOMAS, Texas FRANK T. BOW, Ohio 
JOHN J. ROONEY, New York WALT HORAN, Washington 
SIDNEY R. YATES, Illinois ELFORD A. CEDERBERG, Michigan 
JOHN IF. SHELLEY, California ROBERT H. MICHEL, Illinois 


DANIEL J. FLOOD, Pennsylvania 
EARL C, SILSBY, Staff Assistant to the Subcommittee 


DEPARTMENT OF COMMERCE 

ST. LAWKENCE SEAWAY DEVELOPMENT CORPORATION 
TARIFF COMMISSION 

SMALL BUSINESS ADMINISTRATION 

PANAMA CANAL COMPANY—CANAL ZONE GOVERNMENT 


Printed for the use of the Committee on Appropriations 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 


W435 WASHINGTON :; 1960 








DE 


COMMITTEE ON APPROPRIATIONS 
CLARENCE CANNON, Missouri, Chairman 
GEORGE H. MAHON, Texas JOHN TABER, New York 
HARRY R. SHEPPARD, California BEN F. JENSEN, Iowa 
ALBERT THOMAS, Texas H. CARL ANDERSEN, Minnesota HO: 
MICHAEL J. KIRWAN, Ohio WALT HORAN, Washington i : 
W. F. NORRELL, Arkansas GORDON CANFIELD, New Jersey | HO. 
JAMIE L. WHITTEN, Mississippi IVOR D. FENTON, Pennsylvania | HO: 
GEORGE W. ANDREWS, Alabama GERALD R. FORD, Jr., Michigan 7 
JOHN J. ROONEY, New York HAROLD C. OSTERTAG, New York HO 
J. VAUGHAN GARY, Virginia FRANK T. BOW, Ohio 
JOHN E,. FOGARTY, Rhode Island CHARLES RAPER JONAS, North Carolina A 
ROBERT L. F. SIKES, Florida MELVIN R. LAIRD, Wisconsin | osc 
PRINCE HH. PRESTON, Georgia ELFORD A. CEDERBERG, Michigan | 
OTTO E, PASSMAN, Louisiana GLENARD P. LIPSCOMB, California \ 
LOUIS C. RABAUT, Michigan JOHN J. RHODES, Arizona q 
SIDNEY R. YATES, Illinois JOHN R. PILLION, New York i for 
FRED MARSHALL, Minnesota PHIL WEAVER, Nebraska 
JOHN J. RILEY, South Carolina WILLIAM E. MINSHALL, Ohio , an 
JOE L. EVINS, Tennesse¢ KEITH TITOMSON, Wyo-ning ; asl 
JOUN F. SHELLEY, California ROBERT H. MICHEL, Illinois b+ be. 
EDWARD P. BOLAND, Massachusetts SILVIO 0. CONTE, Massachusetts isfa 
DON MAGNUSON, Washington i 
WILLIAM H. NATCHER, Kentucky » mel 
DANIEL J. FLOOD, Pennsylvania | L 
WINFIELD K. DENTON, Indiana ; mol 
TOM STEED, Oklahoma | the 
HUGH Q. ALEXANDER, North Carolina ; 
ALFRED E. SANTANGELO, New York me} 
JOSEPH M. MONTOYA, New Mexico \ 
GEORGE E. SHIPLEY, Illinois pea 
KENNETH SPRANELE, Clerk and Staff Director ' tha 
II | 4 
pre 
tha 
i 


peed al) be 


oth 
. oe. 
| for 
' nat 

mes 

mir 
| Offi 








ERICA 


DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS FOR 1961 


DEPARTMENT OF COMMERCE 
Monpbay, JANUARY 11, 1960. 


WITNESSES 


HON. FREDERICK H. MUELLER, SECRETARY OF COMMERCE 

HON. PHILIP A. RAY, UNDER SECRETARY 

HON. HENRY KEARNS, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL AFFAIRS 

HON. CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The subcommittee will come to order. 

This is the opening day of our hearings which will probably last 
for a period of 2 weeks. We havea rather rigid schedule fixed for us, 
and we hope to be able to present our bill on schedule. This will be 
a short session of Congress due to the national conventions which will 
be held in July. Therefore, I trust we shall be able to conduct a sat- 
isfactory investigation into the affairs of the Department of Com- 
merce within the prescribed time. 

Although we are well acquainted with our principal witness this 
morning, and have had an opportunity to observe his good work in 
the past, it is his first appearance before us as the Secretary of Com- 
merce. 

Mr. Secretary, we are very happy to have you this morning to ap 
pear as our initial witness and assure you we were very happy to learn 
that you had been designated as Secretary of Commerce, 

Secretary Murtier. Thank you very much, Mr. Chairman. I ap- 
preciate the confidence that you have indic ated and I hope I can merit 
that confidence. 

Mr. Preston. I am sure you will. 

Mr. Secretary, do you have a prepared statement ? 

Secretary Murtier. I have, sir. Would you like for me to proceed ? 

Mr. Preston. Yes. 

However, before you do that, we will indicate the presence of the 
other witnesses here as listed on the eae list. —— are Mr. Philip 
A. Ray, Under Secretary; Mr. John J. Allen, Jr., Under Secretary 
for Tr: ansports ition ; “ Henry Kearns, Assist: i fies retary for Inter- 
national Affairs; Mr. Carl F. Oechsle, Assistant Secretary for Do- 
mestic Affairs; Mr. George T. Moore, Assistant Secretary for Ad- 
ministration, and Mr. Oscar H. Nielson, Departmental Budget 
Officer. 
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Do you wish to read your statement, Mr. Secretary ? A area: 
GENERAL STATEMENT re 
Secretary Muetier. Yes, sir; I do. } . 
Mr. Chairman and gentlemen of the committee, it is a pleasure to| Thes 
appear before you to discuss the budget program of the Department | 4 
of Commerce for the fiscal year 1961. om 
The estimates for the coming year total $505,785,000 in appropria- | its 2 
tions from the general fund, as compared to $543,252,900 for the cur-| vie 
rent year, a reduction of $37,467,900. It represents a thorough screen- “oa 
ing of each bureau's requests so as to provide increases only where} 1 . 
solid justification for increase was found. Likewise there are some f f id 
decreases. During 1960 the peak expenditure will be reached on our) “© 
Eightee nth Decennial Census which accounts for a substantial dec line | —_ 
in cost for the coming year. We are asking $2,728 million to be ap-| = 
propriated from the highway trust fund for the highway programs a 
in 1961. In the current year ‘the figure is $3,028 million. Our tecuiia| aes 
for appropriations do not reflect the advances of $359 million in 1960 00 
and $200 million requested for 1961, from the general fund to the} ae e 
highway trust fund for temporary financing, since these funds are for} ws 
repayment to the general fund in the year in which the advance is} 
made. 
The President in his budget message for 1960 requested that I un- T 


dertake a comprehensive e study of national tr a to identify) 95 ¢ 
emerging problems, redefine the appropriate Federal role, and recom- | 


appr 
mend any legislative or administrative actions needed to assure the} com| 
balanced development of our transportation system. Over the past) 4:5, 
year, we have conducted an exhaustive survey to determine the effect veer 


of Government policies on the various modes of transportation. I am Renal 
about ready to submit that report to the President. I presume that) gog ; 
OO) hel 


he will, at an early date, present to Congress such recommendations} 54] 
for legislative action as he deems desirable. 

, . . ' ment 

As | highlight the program concepts for 1961 for each of our} ‘aoa 

bureaus, I shall attempt to relate them to work in progress during the | Sets 


current year and their effect on future funding needs. I will discuss | If th 
the bureaus in bill order, which is also the sequence which we have} 


used in our “Commerce Budget in Brief” booklet. Copies of this ae 
booklet, I believe, have been made available to each member of this mitte 
committee. of tl 
GENERAL ADMINISTRATION possi 

We are asking for additional funds under “General administration” | Th 
to supply several important needs essential to constructive and ef-| me 
fective administration of the Department’s activities. We propose to| 125,0 
establish a program for the objective appraisal of the effectiveness off tem 
each activity within the Department in terms of accepted standards earli 
of accomplishment. We provide in our request for nominal streneth- | agyrer 
ening of our present management staff which has been too small in Al 
number for adequate coverage of the bureaus and offices of the De} let 
partment. We request staff support for the Under Secretary for} "¢S° 
Transportation to meet the progressively increasing demands for} 7% 
comprehensive treatment of this important field. In addition, funds} 

é 


are requested to reduce backlogs and improve performance in other | 
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areas providing staff support in the direction and administration of 
the Department. We believe that such provisions will assure ade- 
quate and more efficient operation of all of our various bureaus. _ 

You will note that we are carrying the “General administration” 
budget estimate the financing for operation of our 33 field offices. 
These appeared in years past under the appropriation for the Business 
and Defense Services Administration. This change is one of the steps 
we are taking to strengthen and revitalize the Commerce field service. 
Its org: anizational placement and budgeting at the departmental level 
should promote more effectively the concept of service to the public 
by several bureaus of the Department, rather than by just one bureau. 
The field office budget also reflects a strengthening of services in the 
fields of foreign commerce, technical information, and area develop- 
ment. You are at; I am sure, keenly aware of the foreign trade com- 
petition which we are encountering. A part of this Department’s 
program to meet this competition is to keep American businessmen 
thoroughly informed. We need to strengthen our technical infor- 
mation to those engaged in developing new and better products. The 
budget also provides for meeting the need of some communities to 
expand their industrial potential. 


BUREAU OF THE CENSUS 


The appropriation requests of the Bureau of the Census add to $28,- 
795,000, which is a reduction of $72,203,500 from the fiscal 1960 
appropriations. Primarily, of course, the reduction is caused by the 
completion in 1960 of the Eighteenth Decennial Census field enumera- 
tion work which accounted for most of the $86,500,000 to be spent this 
year. The estimate of $18 million for processing and tabulating in 
fiscal 1961 may be compared with the actual expenditure of $26,748,- 
828 in fiscal 1951—the comparable period for the Seventeenth Decen- 
nial Census. This reduction is indicative of a noteworthy achieve- 
ment, even before taking into account such things as price and pay 
increases, the increase in population and housing to be counted, and 
the much greater speed and accuracy expected in the final results. 
If the program can be brought to completion as speedily and efficiently 
as it now appears, the census staff and those who supported their 
efforts are to be congratulated. This, of course, includes this com- 
mittee, whose interest and support of the development and installation 
of the most modern computing and tabulating plant made this all 
possible. 

The 1958 Censuses of Business, Manufactures, and Mineral Indus- 
tries are drawing to a close with the appropriation request of $1,- 
125,000 being the final installment. The work has progressed ex- 
tremely well so far. The results are becoming available generally 
earlier than ever before, a desirable objective. I am sure you will 
agree. 

Another great step forward in current statistics is the planned in- 
tegration of the Federal Reserve System's department store statis- 
tics with those of the Bureau of the Census. Although an increase 
in appropriation of $400,000 is necessary to accomplish this, the 
achievement of a reliable week-by-week estimate of the total of all re- 
tail sales of all kinds of business in the Nation will amply justify 
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the cost. A number of other important statistical projects are pro- | 


posed in the estimate of $9,570,000 for “Salaries and expenses,” an | 


increase of $896,500. 


Finally, and the least in amount though not in importance, is a re- | 


quest for $100,000 for the preliminary work for the 1962 Census of 
Governments which is scheduled by law for 1962. The State and 
local units of governments have grown to demand such a large part 
of the national income and to have such a growing impact on our 
national economy that a thorough analysis and reporting of their 
activities at least once every 5 years are required. 


COAST AND GEODETIC SURVEY 


The 1961 estimates of the Coast and Geodetic Survey include appro- 
priation requests for the conduct of the Bureau’s surveying and 
charting operations and for the constuction of three surveying ships 
and a seismological laboratory. 

The “Salaries and expenses” appropriation includes expansion of 
activities to continue long-established programs of promoting safe and 
expeditious sea and air navigation and to provide specialized engineer- 
ing and scientific information; including oceanographic observ: ations, 
for the Government and public use. 

The increased demand for the Bureau’s products and services and 
recognition of the scientific and technological importance of its 
programs, as related to the Nation’s economy and defense, require 
that. the nautical and aeronautical charting programs be accelerated 
and that research and deve ‘lopment work be conducted in m: iny of the 
Coast and Geodetic Survey's areas of responsibility to utilize fully its 
competency and scientific know-how and for the furtherance of its own 
operations and in support of science and engineering. 

Funds are required for oceanographic equipment and surveys to 
accomplish a relatively modest and economical start on a progr: am 
which has the full support and earnest recommendation of the Na- 
tional Academy of Sciences-National Research Council Committee on 
Oceanography. ‘The expansion of the nautical charting program plus 
the projected acceleration of oceanographic activities makes it essen- 
tial that an adequate ships’ base be provided on the east coast. 

A first-class seismological laboratory is needed for the further de- 
velopment of sensitive detection equipment and techniques for mon- 
itoring nuclear explosions and studying earthquake phenomena. 

The construction and outfitting of three modern surveying vessels 
is needed to replace obsolescent and over: age ships. The general con- 
dition of the Bureau’s fleet is such that replacement of most of the 
ships should be made within 6 years or less. The recent survey and 
the needs of the approved nautical charting program support. this 
requirement. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The Business and Defense Services Administration has two very 
important responsibilities—to foster and promote the industry and 
commerce of the United States and, as the delegate agency, to foster 
and promote activities directly related to nonmilitary industrial 
mobilization. 
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In accordance with the committee’s desires this presentation is in 
support of the former. The supporting statements for the industrial 
mobilization activities will be presented in conjunction with the 
OCDM presentation. It must be borne in mind that the two respon- 
sibilities are inseparable in that by and large the same personnel oper- 
ate in both areas. 

To keep abreast of the expanding economy and the resulting needs 
for developing more intensive industrial economic reports for use by 
industry and government agencies, we are requesting an increase. 
This includes not only an expansion extensively and intensively in 
our industry and commodity studies, but also an increase for expanded 
technical assistance in the field of domestic economic development of 
small towns, and dissemination of technical reports so valuable for 
both industry and government. 

The proposed economic studies are important to the needs of the 
Department of Commerce, other Government agencies, the Congress, 
and of the industry. ‘They will cover studies of textiles, pulp, paper 
and board, specialized chemicals, electronics, metals, iron and steel, 
aluminum, copper, and other industries. 

During the past 2 years, we have observed progressively higher 
levels of national economic strength. Yet we sense that Government 
leadership must continue exp: anding its knowledge so that it may more 
effectively combat the forces and situations which in the past have 
periodically retarded the growth in the Nation’s economy. 


BUREAU * FOREIGN COMMERCE 


At this point, I wish to draw special attention to the serious strain 
in our international balance of payments, which we hope to help 
remedy through increased activities in deve ‘loping g greatly our exports 
through the facilities of the Bureau of Foreign Commerce. 

In the calendar year 1959, the U.S. deficit in balance of payments 
approached $4 billion, an all-time high. Previous to that, 
in the 1953-55 period, the transfer of gold and liquid dollar assets 
to other nations averaged $1.6 billion annually. Since then, U.S. 
payments to other countries rose by around $9 billion or 43 percent to 
the third quarter of 1959. This continuing deficit is watched with 
anxiety in global banking and government circles and with appre- 
hension by the U.S. Treasury. 

The gravity of the problem impelled the President to discuss it in 
detail in his recent state of the Union message. You will recall that 
he warned: 

Continuing deficits of anything like this magnitude would, over time, impair 
our own economic growth and check the forward progress of the free world. 

[am sure that you, also, are fully aware of the hazard which disturbs 
the President. One of the most widespread current demands is for 
healthy economic growth. 

Recognizing dangers, the President proposed a commonsense 
remedy. He said: 

We must meet this situation by promoting a rising volume of exports and 
world trade. 

I believe the country supports his challenge. In fact, there appears 
to be increasing unanimity on the part of government, private eco- 
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nomists, business executives, and labor leaders that this Nation can 


and must sell more goods abroad. We must do so in order to augment | 
business activity, ex xpand employment, promote sustainable economic | 


growth, and strengthen the dollar by bringing international payments 
into better balance. And we must do so now before the situation 
worsens or the Nation will hold us derelict. 

Let me explain a bit of background which I hope clarifies the way 
in which substantial corrective measures can and, I believe, must be 

taken. Selling more of the products of American industry and labor 
abroad is a private business transaction. It necessitates far more 
knowledge and different types of skill than needed for normal sales 
at home, where everyone is alert to the situation and is trained in the 
science of merchandising. It requires additional market surveys and 
different sales techniques. It calls for the ability to comprehend all 
the diversities and complexities of foreign governments, languages, 
laws, customs, tariff barriers, environments, climates, assets, local 
peculiarities, trade practices, and other questions unlike domestic busi- 
ness. Big business has funds and facilities to acquire some expert 
know-how ; but even large corporations face severe information handi- 

caps in promoting exports. Small business has far less resources to 
increase its sales abroad and the extra employment resulting from 
such sales. Is it fair to leave small business out of the picture ? 

At this stage in the export situation, all business seeking sales abroad 
urgently needs several forms of assistance, which only the Federal 
Government has the capacity to provide. Only the Federal Govern- 
ment can make available to all business, irr espective of size, the au- 
thentic, timely, and adequate reports on all conditions affecting all 
kinds of marketing—the nature, scope, and swift reporting of all 
trade o yportunities—the cumulative fact accumulation and trade 
advice ine eloped by the Government’s farflung Foreign Commercial 
Service—the person-to-person business contact through the 33 field 
offices of the Commerce Department—the direct assistance in certain 
unique problems and emergencies which top government alone has the 
range and power to give. 

The more any businessman knows of the foreign market, the more 
he sells, 

It is to provide such vitally necessary instruments for American pri- 
vate success that we are requesting additional funds for the Depart- 
ment. And money invested by the Government for this purpose in the 
field of more, better, and faster facts, figures, information, and expert 
counsel will stimulate the e: irning of private profits and the expansion 
of private jobs. I can think of no more practical way to create an 
entirely new source of business for economic grow th. 

Moreover, conditions have rapidly changed in the export field. 
Customers now have money to spend. Not only is rebuilt Europe 
experiencing a surge of prosperity but markets are opening all over 
the world. 

The businessmen of competing nations, in almost every case, are 
substantially assisted by their respective governments. Armed with 
this aid they are selling goods on every continent to our old customers 
and to new customers as well. 

With a little practical help from our Government our business con- 
cerns could get a much larger share of this lucrative market. All 
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kinds of opportunities abroad today are available to small business. 
In my opinion it would be very unjust and very hard on small busi- 
ness to lien them of the chance to sell more goods by default of 
their own Government to give them timely and adequate information 
and sound trading advice which they have not the means to develop 
for themselves, 

Therefore, [ am convinced that one of the most important steps this 
year will be to expand the Bureau of Foreign Commerce’s investment 
in private business success and private employment expansion. 
Hence I am urgently requesting additional funds to do the job. 

I also bring to your attention that, in keeping with the President’s 
urgent appeal for promoting a rising volume of exports, not only the 
Commerce Department but also other agencies of the executive branch 
are currently reviewing with us the entire balance of payments and 
world trade situation. In addition to the specific improvements in 
BFC services—contemplated by the increased funds that are recom- 
mended—we all are exploring other ways and means to strengthen 
economic growth and peace through trade, investment, and other 
aspects of commerce. 

I have discussed the opportunities for increased exports at some 
length because I believe you are aware of the basic problems and wel- 
come an adequate explanation of our proposals. 

I should like to include one further personal word: Recently I have 
returned from Asia and Europe on missions to promote good will 
and American trade. I have spent many days in discussing our trade 
possibilities with foreign prime ministers and Cabinet officials, with 
American Embassy staffs, with American trade missions, and with 
American business representatives overseas. 

I have witnessed on the spot and at first hand the practical help 
given to foreign business competitors by their governments in devel- 
oping trade. I have observed the gaps and weaknesses in so much 
of our own oversea effort—due primarily from lack of emphasis over 
the years. I have watched Soviet competition in all its tremendous 
force. Asa former businessman, I have seen all sorts of opportunities 
for American business. 

Convinced before I went abroad of the necessity to increase exports, 
lam doubly convinced by experience now. 

Here is a great tragic failure fraught with great injury to business 
and labor if we do not do better in our sales. Here is the prospect of 
big success if we do more with Government help. For American 
business success abroad now means massive new strength added to our 
economic growth and to the bulwark of world peace. To me this 
objective is one of the most important duties of the year for the 
Commerce Department. 


OFFICE OF BUSINESS ECONOMICS 


The national income and product accounts of the Office of Business 
Economics provide a most comprehensive record of economic activity 
in the United States. Involved is the preparation of basic indicators, 
requisite for the analyses of business trends. The expanding economy 
and growing requirements for factual current information—for use 
in private business and in Government operations—mean more use of 
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OBE’s data and materials. We have been able to service these basic 
needs. 

The funds provided by the Congress for the current fiscal year have| 
produced two extre mely important advances—a worldwide survey of! 
American foreign investment and the launching of an extensive st "udy| 
of gross national product on an industry basis. "| 

The increase requested in fiscal 1961 would be utilized entirely in 
the prosecution of national income work already underway. While 
there are many areas of economic intelligence in which our informa. 
tion can be expanded, we have conc entrated our program for next} 
year on pushing the projects already underway. 


MARITIME ADMINISTRATION 


ORO a 


For the Maritime Administration the estimates will provide for 


continuation of the long-range ship replacement program at the same} 


level as authorized for 1960, a program of research and development 
which includes the research program being carried on jointly with 
the Atomic Energy Commission designed to produce an economically 
competitive nuc lear propulsion system for ocean transportation, and 
continuation of operating-differential subsidy payments on a current 
basis. ( 

Up to the present time the Maritime Board has approved contracts 
with the ship operators on essential trade routes providing payment of 
operating-differential subsidy for a maximum of 2,015 voyages. It 1s 


estimated that these operators will actually make about 1,800 voyages} 


in 1960; however, in order that the Board may be able to give consider- 
ation to new applications and pending studies w ith respect to essential 
trade routes, we are requesting a limitation of 2,190 voyages which I 
feel should be adequate. 

The estimate for salaries and expenses reflects an increase in total 
appropriation requirements over last year which will permit an in- 
crease in staff for improvement in the handling of the regulatory 
functions of the Maritime Board, and to improve and keep current the 
administration of the operating-differential subsidy and Federal ship 
mortgage insurance activities of the agency. It will also provide for 
maintenance of reserve shipyards and operation of warehouses, and in 
this respect preparations are in progress to discontinue the mainte- 


nance of the shipyards at Alameda, Calif., and Vancouver, Wash, | 


since they are surpluses to our pk ae needs. We also plan consoli- 


dations of our warehouses resulting in a program for the accelerated | 


disposal of unrequired warehouse stocks. Funds requested for the 
reserve fleet programs will permit accomplishment of a substantial 
amount of the total preservation work required on the high priority 
vessels to be retained in the fleets. 


The Federal Merchant Marine Academy, together with the State} 


maritime academies maintained by the States of M: aine, Massachusetts, 
New York, and California assure the manning of U.S. merchant 
marine ships with well-trained licensed ships’ ‘officers. The cadets 
attending the Academy are fine young men who must meet high phys- 
ical standards and must pass rigid se holastic examinations before final 
selection for study at the Academy. We have excellent material there 

to develop the world’s finest ships’ officers. But this is not enough. 
We need to assure that the staff, instructional equipment, and fac ilities 
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are also adequate to do the job. We recognize that there are some 
deficiencies at present at the Academy and we are making every effort 
to resolve them satisfactorily. 

The estimate for maintenance and operation of the Federal Acad- 
emy provides for continuation of current programs, with increases in 
several important areas in the Academy. It provides for increased 
instructional and supporting staff, additional funds for books and 
sometigia als, and for modernization and rehabilitation of the instrue- 
tional facilities and equipment. Aid to the State maritime academies 
is also being continued with provision for an increase in cadet average 
attendance and for repair of four training vessels on loan from the 
Maritime Administration. 


PATENT OFFICE 


The importance of the Patent Office to the national economy and to 
the national defense is, I am sure, well known to all members of this 
committee. The Patent Office is the focal point of the American 
patent system which has served our country so well in the past and is 
playing a vital role in our current economic growth and national 
defense effort. It is, therefore, in the national interest that the present 
efforts to bring the work of the Office up to date be continued. 

In fiscal year 1959 the Patent Office reduced its backlog of pending 
patent applic ations for the fourth consecutive year. The rate of re- 
duction 1s not oa up to that estimated when their long-range plan 
was formulated, but the funds applied and the manpower utilized 
have not been at the levels required by the original plan. The reduc- 
tion in backlog is significant, however. W hen the long- range plan 
was developed in 1955, the backlog was at a high of 222,87 By the 
end of fiscal year 1959 it had been reduced to 198,248; at, it is cur- 
rently estimated at 189,000 for the end of fiscal 1960, and 177,000 at the 
end of 1961. 

The health and vigor of the American patent system and of the 
American economy are evidenced by the high rate at. which applica- 
tions are being filed, and by the record number of patents being issued. 
In 1959 the number of patent applications received was 78,363 as 
compared with 76,956 in 1958 and 73,783 in 1957. This upward trend 
is expected to continue, with at least 79,000 applications forecast in 
fiscal 1960 and 80,000 in 1961. In 1959 the number of patents issued 
was 52,482, the highest: number in 27 years. In 1960, 54,000 issues 
are planned and in 1961, 57,000 issues, both of which will be all-time 
records for the Patent Office. The budget a ge) of $22,600,000 pro- 
vides for maintenance of the same staff level in 1961 as is authorized 
by the appropriation for 1960. 


BUREAU OF PUBLIC ROADS 


The Federal-aid highway program faced a critical financial situa- 
tion prior to the enactment of the Federal-Aid Highway Act of 1959 
in September of last year. Increased authorizations for fiscal years 
1959 and 1960 and the suspension of the pay-as-you-go provisions of 
the 1956 act provided in the Highway Act of 1958 indicated a deficit 
balance in the highway trust fund at the end of fiscal year 1960 of 
approximately $500 million, increasing to approximately $1 billion 
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by the end of fiscal year 1961. This deficit would have prevailed even} 


if no interstate apportionment were made for fiscal year 1961 and 
only a miximum of $500 million were apportioned for fiscal year 
1962. To correct this situation and to provide for continuing the} 
highway program at the authorized rate, the budget for fiscal year} 
1960 proposed a temporary increase in the motor fuel tax of 11 6 cents) 
beginning July 1, 1959, and continuing through fiscal year 1964. 

The C ongress in enacting the Highw: ay Act ‘of 1959 provided a 1 cent 
per gallon increase effective October 1 , 1959, and extending through 
fiscal year 1961. In addition, the 19: 59 act provided for a transfer 
from the general fund to the highw ay trust fund of one-half of the 
present excise taxes on automobiles and five-eighths of the present taxe 
on parts and accessories for the period July 1, 1961, through June 36, 
1964. Further, the act reduced the interstate authorization for fiscal 
year 1961 by $500 million, from $2.5 billion to $2 billion. The delay 
in enactment of the legislation and the failure to provide the full 
increase requested in the President’s ice: proposal resulted in 4 
reduction of about $1 billion in anticipated | revenues through June 30, 
1964. 

In order to restore the rate of progress toward completion of the 
Interstate System to a more desirable level, the President’s budget 
message recommends an increase in the gasoline tax of one-half cent] 
per gallon until at least June 30, 1964. In January of 1961, I will] 
sabanit to the Congress two reports of basic importance to the future! 
planning and execution of the highway program. These reports will 
deal respectively with the estimated cost of completing the Interstate 
System and the distribution of this cost to future highway users. 

On the basis of estimated revenues accruing as a result of the 1959] 
act and reinstitution of the pay-as-you-go provisions of the 1956 act,| 
it was necessary to reduce the apportionment for the interstate pro-| 
gram for fiscal year 1961 from the authorized amount of $2 billion| 
to $1.8 billion. Under present legislation it is expected that it will 
also be necessary to reduce the 1962 apportionment from the author- 
ized rate of $2.2 billion to $2 billion. 

In addition to the reduced apportionment of interstate funds, it is} 
necessary to provide for an orderly scheduling of obligations during] 
the current fiscal year in order that the revenues accruing to the high: 
way trust fund under the provisions of the 1959 legislation will be ade-} 
quate to provide for repayment of the general fund advance and | 
prompt reimbursement to the States for all contract obligations in- | 
curred prior to July 1, 1959, plus new or additional obligations which | 
can be made during this fise al year. 


£ 


This budget contempl: ites a small increase over the program level} 


for fiscal year 1960. The increased emphasis being placed upon the} 
program both from an operational and financing viewpoint. has 
severely taxed the personnel resources of the Bureau. It is essential 
that the engineering and financial management staff of the Bureau be 
augmented to keep pace with this highly important program. 

The budget proposed financing the forest highway and public lands 
highway programs from the highway trust fund. 





Id 
work 
of th 
tiona 
the s 
years 


" Th 
prop 
Bure 
and | 
have 
the | 
seare 
indu: 
in th 
eritic 
fund 
nome 
for | 
will 
scien 
TT? 
nical 
velo} 
ized 
ane 
lishe 
the 
Aca 
tion 
of tl 
requ 
Tl 
requ 
eurr' 
of a; 
to us 
oOppt 
resp 
of w 
the j 
resu 
addi 
js 
equi 
stud 
two 
meet 
Bur 





ven} 
nd} 


Cal 
the 
Pal 
nts 


ent 
oh 


ret 
ont 


re 
“11] 
ute 
59 
’O- 


on 
rill 


' 
; 


11 


NATIONAL BUREAU OF STANDARDS 


I do not need to point out to this committee the importance of the 
work of the National Bureau of Standards. Your understanding 
of the key role of the Bureau in our technological economy and _na- 
tional research and development activities has “been demonstrated by 
the support that you have given the Bureau, particularly in recent 
years. 

The increase in the Bureau’s “Research and technical services” ap- 
propriation for 1960 has been a significant step in strengthening the 
Bureau’s capability to serve the Nation at the forefront of science 
and technology. A number of critically important program areas 
have been bolstered by the* increase, enabling the Bureau to provide 
the leadership in measurement, instrumentation, and materials re- 
search so greatly needed by the research laboratories and production 
industries of the Nation. Increases have been possible, for example, 
in the preparation of extremely pure materials, the determination of 
critical properties of matter, the development of new and improved 
fundamental standards, the investigation of radio propagation phe- 
nomena, and the development of standards and measurement methods 
for plasma physics and astrophysics. The budget proposed for 1961 
will assure continuation of these important contributions to national 
science and technology. 

The proposed appropr iation of $19,600,000 for “Research and tech- 
nical services” will provide support for the basic research and de- 
velopment ee of the Bureau at the augmented levels author- 
ized for fiscal year 1960. In addition, it will provide financing for 
anew soininhiadaaee program of fire research, which has been estab- 
lished this year with OCDM and Defense financing at the behest of 
the Federal Council on Science and Technology and the National 
Academy of Sciences. Since the proposed increases in this appropria- 
tion are almost entirely for support of continuation and consolidation 
of the gains made in 1960, it is particularly important that the entire 
request be granted. 

The budget for the National Bureau of Standards also contains a 
request for authorization to purchase up to $5 million worth of foreign 
currencies that have accumulated under the agreements for the sale 
of agricultural surpluses abroad. We believe that the authorization 
to use these currencies for research activities presents an exceptional 
opportunity to supplement the Bureau's performance of its basic 
responsibilities. The compilation of scientific data on the properties 
of materials, the investigations of fundamental physical phenomena, 
the improv ement of standards and measurement tec hniques that will 
result from this use of scientists in foreign institutions, will be welcome 
additions to the scientific output of the Bureau’ s own laboratories. 

The need for major improvement in the facilities and special 
equipment of the Bureau has been the subject of considerable concern, 
study, and discussion in recent years. The proposed budgets for the 
two facilities appropriations will permit significant progress toward 
inna the modern facilities and equipment requirements of the 
sureau. 
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The $2 million requested in the “Plant and facilities” appropriation 
will provide for some of the most important major equipment and} 
facilities needs that arise from the demands of science and industry) 
upon the Bureau. In addition to the $370,000 required for urgent} 
repairs and modifications of existing facilities, the appropriation 
would provide for detailed design and engineering work for a nuclear 
research reactor, for purchase and installation of an atomic frequency] 
standard, and for a scatter radar transmitter and antenna system to] 
exploit a breakthrough in methods of probing the ionosphere. I will} 
leave it to the Bureau's witnesses to provide additional details con-| 
cerning these important facilities. 

The $23,500,000 requested for “Construction of facilities” will per- 
mit the initiation of construction of the new laboratories to be located 
near Gaithersburg, Md. ‘The need to replace the present Washington | 
laboratories with modern research facilities has been discussed at} 
length before and we feel that the time is appropriate to proceed with | 
this program. However, to ease the impact on the budget, the con-| 
struction program for 1961 will be limited to those facilities | 
are urgently needed, that are not now in existence, and that cannot 
be installed at the present site. 

The proposed budget, therefore, gives priority to the Radiation 
Physics Laboratory and the Engineering Mechanics Laboratory, which | 
will house major equipment items that are not now available and 
that could not be located in the present laboratories. In both cases 
the new facilities are needed in order to carry out programs of major 
national importance, providing vital support to atomic energy, missile, 
and space technology programs. This first step in the implementation 
of the Bureau’s plans for new laboratories is therefore viewed as an 
extremely high priority budget item. | 


WEATHER BUREAU 


The Weather Bureau as the national meteorological agency not 
only provides warnings and forecasts for the entire civil population 
of the Nation but also maintains the basic weather measuring net work 
on which the specialized weather services of the Air Force and Navy 
are based. Outside of the Post Office Department, the services of the 
Weather Bureau daily affect more of our citizens than those of any 
other Federal agency. 

Weather Bureau programs extend from the Arctic to the Antarctic 
and from the surface of the earth to heights of several hundred miles. 
Scientists are actively engaged in the development of “weather 
satellites” about which so much has been written in the past few 
months. I am happy to inform you that our Weather Bureau is in 
the midst of this very important research program. 

In the field of aviation the Weather Bureau likewise has a vital role. 
Section 310 of the Federal Aviation Act of 1958 directs the Admin- 
istrator of the FAA to make recommendations to the Secretary of 
Commerce for such weather services as are necessary for safe and 
efficient air commerce. Most of the increase which we are requesting 
for the Weather Bureau is for modernizing the aviation weather serv- 
ice in line with FAA recommendations. Included are funds to im- 
prove the reporting and forecasting of weather conditions at those 
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airports which the FAA has equipped for instrument landing opera- 
tions, and better measurements and forecasts of upper winds which 
are of vital importance for air navigation and traffic control. In 
addition, we are planning to stre nethen the flood forecasting services 
of the Weather Bureau in the Southwest. 

A separate no-year appropriation is requested for the research and 
development work of the Weather Bureau. This method of funding 
will facilitate contracts for projects performed by outside institutions 
where the contracts should provide for carrying jobs through to com- 
pletion rather than dividing the jobs artifici: ally on a fiscal year basis. 
The 1961 research work will stress improvements in the aviation 
weather service, continuation of the hurricane research project, and 
intensified investigation of tornadoes and related severe local storms. 

[ have carefully reviewed the Weather Bureau’s plans for the coming 
year and find the above estimates are the minimum amounts required 
to carry out its responsibilities to all our citizens. I therefore 
strongly urge your favorable consideration of this request. 

This concludes my formal statement. My immediate staff is present 
and bureau heads and their top staffs will appear as required by you 
to provide such additional information as you may need in your 
deliberations on our program and budget for the coming fiscal year. 

Mr. Preston. Mr. Secretary, this is certainly not a hold-the-line 
presentation which you have given us this morning, is it? 

Secretary Muetier. No, from the standpoint of endeavoring to keep 
the appropriation requested at the same level for each bureau, I cannot 
say so. I think, on the other hand, Mr. Chairman, as I endeavored 
to point out in the general statement, there are some things that should 
be done by these various bureaus that are in the interest of the national 
economy. I think too often we are prone to say, “Why doesn’t business 
do some of these things for itself?” There are certain areas in which 
business cannot do it. Personally, I am a great advocate of having 
business do those things for themselves that they can do, but where it 
isa matter such as I have indicated, of gathering facts and figures and 
information to enable us to improve our balance-of-payments situation 
by doing everything we can to stimulate export trade, for instance, I 

feel that is an essential job for the Federal Government. 

Mr. Preston. Of course, your budget presentation goes far beyond 
that in the area of increases. 

Secretary Mvenier. It does, but I think, Mr. Chairman, in each and 
every case we have scrutinized the requests of the various bureaus and 
departments and discussed with the bureau heads the necessity for 
sound fiscal policy. On the other hand, over the years I believe that 
a number of our bureaus have felt—and I agree with them—that they 
have probably not been given, shall we say, quite the support that 
would have been in the public interest. 

Mr. Preston. Of course, that is a matter of opinion. 

Secretary Muretier. That isa matter of opinion. 


TRANSPORTATION STUDY REPORT 


Mr. Preston. Just a few questions on your statement. Where is 
the report on the transportation study / 

Secretary Murtier. It is practically in its final draft now. It has 
required alot of time — T personally have given a considerable amount 
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of time to it, as well as the experts in the field who have made a number 
of specific studies. Let me explain to you, sir, how we went about this 


thing. We have, I believe, six outstanding agencies that are knowl. | 


edgeable in the specific areas. We had them make a study of their 

articular field—the question of railroads, the question of trucks and 
ome the maritime, and so forth. All had knowledgeable people 
in those areas making thorough studies. Then we have put that to- 
gether from the standpoint of what should be the policy of the U.S. 
Government with reference to the different forms of transportation in 
the country. 

Mr. Preston. Is it your prime responsibility to assemble this report, 
Mr. Secretary ? 

Secretary Murtirr. Not my prime responsibility. We have an 
expert by the name of Dr. Ernest Williams who is the leader in that, 


although Mr. Allen, Mr. Ray, and I have had many discussions with | 


them. 

Mr. Preston. Who ischarged with the responsibility ? 

Secretary Murtier. Iam. 

Mr. Preston. That is what I meant by the question. 

Secretary Mvurtrrr. That is right, I am charged with the responsi- 
bility. 

Mr. Preston. The question was, Where is the report at this time? 
In your office ? 

Secretary Murtier. The report will be complete and in my office, 
probably this week. I say probably—undoubtedly. We made some 
changes in it last week after going over it. 

Mr. Preston. Where is the report now ? 

Secretary Murtier. The report right now is in the hands of Dr. 
Ernest Williams, who is the man who has been delegated by me, 
through Mr. Allen, to coordinate and write it in its final form. 

Mr. Preston. Is Dr. Williams working under your office ? 

Secretary Muriurr. Yes. 

Mr. Preston. The report, then, is in your office at this time. 

Secretary Murtirer. Right. It is in our office. 


ADDITIONAL PERSONNEL FOR OFFICE OF TRANSPORTATION 


Mr. Presron. One other question on transportation. Are the addi- 
tional personnel requested in this budget for the Office of Transporta- 
tion as a result of recommendations contained in the report ? 

Secretary Mvue.ier. Not particularly, no. 

Mr. Preston. Partially? 

Secretary Muetter. Partially. 

Mr. Preston. Before the committee can act on these requests for 
additional personnel, it must have a copy of this report. 

Secretary Muriter. Just as soon as the report has been made to 
the President and released by the President, we will give it to you. 

Mr. Preston. That does not indicate to me that we will actually 
have the report before we mark this bill up. 

Secretary MurLLER. I would say that to a very limited degree it is 
conditional upon that. We have been shorthanded in the Under Sec- 
retary for Transportation area to make a number of studies with 
reference to the impact of policies on that particular field. I am sure 
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that Under Secretary Allen can elaborate on that. He is the one who 
is most responsible for that. You may take it up with him. 

Mr. Preston. We shall take it up with Mr. Allen at a later date. 1 
simply wanted to call your attention to the fact that this committee 
will not be happy in having the report submitted to us after the bill 
has been mar ian; up. 

Secretary Mur.ier. I can assure you insofar as my information 
goes—and I am sure I am right—the ‘only thing with reference to the 
report is that it calls further attention to the necessity for subsidy 
rather than requiring additional people. 


DEFICIT IN BALANCE OF PAYMENTS 


Mr. Preston. Mr. Secretary, explain to the committee just what you 
mean on page 7 of your statement by the language “deficit in balance 
of payments” under the Bureau of Foreign Commerce, second para- 
graph. 

Secretary Muetier. Our foreign trade is not only imports and ex- 
ports; the difference in balance. We have a favorable balance of 
trade. We export more than we import. 

Mr. Preston. Do you have those figures handy ¢ 

Secretary Mvetier. I will have them for you. I think maybe 
Henry Kearns can give you that. I think = exported around 1614 
billion last. year, and we imported around $1314 or $14 billion. 

Mr. Kearns. We do not have the final figure for last year, but the 
ne appear to be $16.2 billion of exports, and slightly over $15 
billion of imports. ‘This is the closest it has been in balance for sev- 
eral years. 

Secretary Mveiier. Let meadd tothat. While we have a favorable 
balance of trade of approximately $1 billion, as Mr. Kearns has stated, 
we do have other payments to foreign lands in addition. We have our 
mutual security program. We have investments overseas that our 
private industries may have made, taking payments out of this coun- 
try. When that was all totaled up this last year, the deficit was close 
to $4 billion. That is what I have reference to. That is known as a 
balance of payments as distinguished from a balance of trade. 


GOLD RESERVES 


Mr. Preston. That figure is not related to the gold reserves or with- 
drawals against that. 

Secretary Mvetier. You understand that that does have an impact 
on our gold reserves. We have a gold reserve of about $1914 billion 
right now. We have, I believe, credits in this country of around—I 
should not state it because I cannot give you the exact figure—of con- 
siderable billions of dollars that are left in this country as credits to 
foreign countries. At any time, those foreign countries could demand 
payment in gold to satisfy those credits. 

Mr. Preston. I suppose the withdrawal on our gold reserve has 
been heavier in 1959 than ever before, has it not ? 

Secretary Muriier. No, I think it was heavier in 1958. It tapered 
off in 1959. But there is the potential danger to our gold reserve. 
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Mr. Preston. Is our present reserve $19 billion, or has that not been 
reduced by the heavy withdrawals in 1958 and 1959 / 

Secretary Muretier. It was over $20 billion at the beginning of the 
year, and it is down, I believe, to S191, billion. I would have to check, 
Mr. Chairman. You are getting into an area where I think I should 
really check these figures to be absolutely accurate. I know it is less 
than $20 billion, whether it is $1914 billion or $19.6 billion or whatever 
it 1s. 

Mr. Preston. In arriving at this $4 billion figure, you say we have 
a favorable balance of trade of roughly $1 billion. 

Secretary Mvetier. Right. 

Mr. Preston. Taking into account the other factors which you 
mentioned, it reaches a $4 billion deficit. 

Secretary Mvetier. Right. 


AMERICAN BUSINESS INVESTMENTS ABROAD 


Mr. Preston. Do you have a figure which you could give the com- 
mittee of how much of that $4 billion is related to American business 
investments abroad 4 

Secretary Murtier. I do not have that with me, but I can get it 
for you. 

Mr. Presron. Does anyone present have it / 

Mr. Kearns. I think the exact figure should be submitted, Mr. 
Secretary and Mr. Chairman. The outflow last year was approxi- 
mately $2 billion, and the earnings on investments that had been 
made previously to last year were about the same. It is down from 
about $3 billion in previous years in the gross outflow of private invest- 
ment. We will get the exact figure for the record. 

Mr. Suetiry. $2 billion was paid out by American businessmen and 
business firms for use in foreign countries ¢ 

Mr. Kearns. That is right. 

Mr. Suetiey. I mean for investment abroad. 

Mr. Kearns. That is correct. 

(The information follows:) 


Net outflow of U.S. private capital 


— of dollars] 


: 1959 
Type of transaction 1955 1956 1957 1958 esti- 
nate 
Total net outflow of U.S. private capital 1, 211 2, 990 3,175 2, 844 2, 100 
Long term, net oe 1,020 | 2,462 | 2,917/ 2,538] (1) | 
Direct investments, net : pete ie eis BL 779 1,859 | 2,058 1, 094 (1) 
Seer Mr MEN WING 8 oo oo oh nec occesdceccceacsacaceu 241 603 859 1, 444 (1) 
Short term, net___- pe ‘ faa wena 191 528 258 306 (‘) 


! Not estimated, 
2 Includes net long-term investment in foreign stocks, bonds, real estate, ete., held primarily as source of 
income; also includes long-term commercial loans. 


Source: Office of Business Economics. 
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BALANCE OF TRADE 


Mr. Preston. Mr. Secretary, how has this precarious balance of 
trade developed? Is it because of the falling off of exports or due 
to the increase of imports? 

Secretary Mvetier. Both have had an impact. Our exports have 
fallen off from the year 1957, which was the peak year, primar ily be- 
cause that particular year we had the Suez Canal seizure and we ex- 
ported a terrific amount of crude oil, crude petroleum, which increased 
our exports in that particular year beyond the normal amount. Our 
ee however, have slipped somewhat. In 1959 we exported very 
little cotton because the cotton price that we had established was higher 
than the world price, but that was remedied in August, when I believe 
the price for our export from the CCC program was more realistic, 
and we have since exported quite a little cotton. Last fall we exported 
and are continuing to export a lot of jet aircraft. You know, every 
time a jet aircraft leaves this country, that is a lot of money in one 
particular package. 

The point is that our exports have started to improve and increase. 
Imports have increased also considerably. I would say—again I 
speak in generalities, sir—our imports have probably increased over 
the past 2 years about 10 to 12 percent. I shall check on that for 
the actual amount. 

Mr. Presron. Do you wish to comment on this, Mr. Kearns ? 

Mr. Kearns. If I may. There is no question about it, the change 
in merchandise trade, exports and ag 6 gg has had a good deal to do 
with our balance of payments. In 1957, the export credit balance 
over imports paid for the other outpayments, paid for the mainte- 
nance of our military establishments, our foreign aid, our military 
aid, tourist trade, and so forth. Imports increased roughly from 1957 
to 1959 by $2 billion. Exports reduced by about $3 billion. So what 
you lost there was the cushion that was paying for the extra expenses. 

I think what the Secretary hopes now is that we can get the exports 
up, Which I am sure can be done, to accommodate these outpayments 
in other areas. 

IMBALANCE OF TOURIST PAYMENTS 


Mr. Preston. Are you including money spent by tourists in this 
imbalance of payme nt figure ? 

Mr. Kearns. Surely. The American tourists represent a very sub- 
stantial amount. 

Mr. Preston. Do you include it in your balance of trade figure ? 

Mr. Kearns. No, sir. When we talk about balance of trade. : we talk 
about merchandise trade. It isa separate figure. 

Mr. Preston. That is the question I asked, whether you included 
that in the balance of trade figure. 

Mr. Kearns. Tourist outpayments last year will run about $21, 
billion. While we do not have the final figures, the payments in this 
country will run about a billion dollars. There will be an imbalance 
of about a billion and a quarter dollars. In other words, American 
tourists will have spent outside the United States about a billien and 
al 5s irter more than we took in. This, of course, contributes to the 
deficit in the balance of payments. 
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FOREIGN MANUFACTURED MACHINERY AND HARDWARE IN FOREIGN AID 
PROGRAM 


Mr. Preston. I am told by Members of Congress who have con- 
ducted a very exhaustive study of our foreign ‘aid program abroad 
that in almost every place inspected and every country examined, 
they found heavy machinery and hardware bought with American 
dollars was not !:anufactured in this country but was manufactured 
in foreign countries. 

Secretary Muruier. Are you referring to any of the programs? 
Of course, Export-Import Bank money must be spent in this country 
and, as you probably well remember, last fall the emphasis of the 
DLF program was changed and it was indicated that no loans would 
be made for the purchase of equipment but it must come from 
America, the United States. 

Mr. Presron. At least what has been purchased previously seems 
to have come from foreign countries, and it is a very disturbing fact 
to me when we are in a precarious position, to have billions being 
spent abroad by foreign countries. It disturbs me greatly, for in- 
stance, when country X will buy from country Y rather than from 
the United States. 

Secretary Murtirr. It disturbs me greatly, also. I have just been 
over there. The DLF policy was disturbing to a lot of the smaller 
countries, the so-called emerging countries, especially in the Far 
East and southeast Asia, because they feel that we are imposing a 
requirement in lending them money. Of course, my answer to them 
over there is, “Why not? Why should we finance the export of a 
third country’s products?” That is what has been done. 

But remember that this is a previous policy which was developed 
at a time when we were also endeavoring to build up the economies 
of free Europe, of Japan, and of others who are today our staunch 
allies but who were then not in a good position, and at that time we 
could do that. That time has gone by. We do not say to them, “You 
must buy American.” We say, “If you expect to get a loan from us, you 
buy from the United States.” 


FOREIGN MANUFACTURED STEEL FOR PANAMA CANAL COMPANY BRIDGE 


Mr. Preston. Let us take another case and I am wondering if the 
Commerce Department enters into the picture. We are about to build 
a $20 million bridge in Panama as a result of a treaty of 1955 or 1956. 
I understand that the low bidder on that project proposes to buy his 
steel from Germany rather than from the United States. The cost 
difference in the use of foreign steel and American steel is not appre- 
ciable. How is it that we are required to extend an invitation to bid 
on a project of that size and permit foreign steel to be used in a 
structure of that sort? Do you come into that picture at all? 

Secretary Murtier. We do not come into it, except that I will say 
I have the same feeling that you have, Mr. Chairman, and we are 
making every effort to see that in these major projects of this char- 
acter, where we are lending them the money 





Mr. Preston. We are spending our Own money in Panama. 
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Secretary Mvuetier. You are talking about our own money in the 
Canal Zone. Cert: ainly that is a matter for the Panama C anal Com- 
pany. Are they not the ones? 

Mr. Presron. Unfortunately, this matter ultimately finds its way 
into the hands of the State Department, and they enter into the pic- 
ture of whether or not foreign steel shall be utilized in the construc- 
tion of the bridge. It seems ‘that this isa family matter and that the 
Commerce Department should have a role in it if it does not at this 
time. I suggest, Mr. Secretary, that some inquiry be made, at the 
appropriate level, about this in an effort to direct the purchase of this 
steel from our own Nation. 

Secretary Mu rer) We will make such inquiry. 

Mr. Preston. I do not know whether a matter of this kind ever 
reaches the Cabinet level or not, but if it does I think it would be a 
mighty good place for it to be discussed. The money is already ap- 
propriated. They already have it in hand. The invitations have 
been issued. The bids are in. Now they are at the point of letting 
the contract for the construction of the bridge. 

Mr. Bow. The approaches have been built. 

Mr. Orcuste. Did an American contractor get the contract? 

Mr. Presron. Yes. At least he is low bidder. The contract has 
not been awarded. 

We have been too easy on a lot of these things. Our country is 
getting in trouble—the thing we have been fearing, the thing “the 
Soviet Union has been hoping for. It appears to me that it is time 
for us all to get on the same team and try to strengthen our economy 
rather than permit things like this to happen. 

(The following information was furnished for the record :) 

The Panama Canal Company issued tenders in August 1959 for construction 
of the Balboa Bridge. Nine U.S. firms submitted bids, of which the two lowest 
are: U.S. Steel Export Co. of New York, using domestic materials, bidding 
$9,861,000, and the John F. Beasley Construction Co., of Dallas, Tex., using 
nondomestic materials, bidding $9,119,000, or, using domestic materials, $10,- 
849,000, 

The bids will be evaluated by the Panama Canal Company, engineers, and rep- 
resentatives of the bridge designers, and an announcement of a successful bidder 
will be made as soon as possible (not later than January 31, 1960, if possible). 

The part the Department of Pig onan took in this matter was to issue a press 
release calling attention to U.S. firms of the opportunity to bid on the project. 


BRITISH BALANCE OF TRADE 


Mr. Presion. How favorable is the English balance of trade, Mr. 
Kearns / 

Mr. Kearns. It has been favorable. In 1958 it started taking a 
turn favorably. Last year I do not recall exactly what their surplus 
balance was, but just from recollection it was the equivalent to between 
$300 and $500 million, enough to strengthen the pound and make it 
fully convertible on the world market, to restore their reserves, and 
to set up a reasonable amount of surplus. This all manifests itself in 
the balance of payments situation. If they had not had a favorable 
balance, they could never have converted the pound. 

I can get the exact figures. Ido not have them. 

Mr. Preston. I wish you would insert them in the record. 





20 


(The information follows:) 


British merchandise trade, 1958 and 1st half 1959 





[Millions] 
1958 January to 
| June 1959! 
Exports (f.0.b.)_- ‘ $9, 598 | $4, 900 
Imports (f.0.b.)_.. é ; soit , ; ; ; 9, 324 4, 836 
Surplus__-. : paceace : | 274 64 
1 Provisional. 
Source: ‘‘ Economie Trends,’ November 1959, published by U.K. Central Statistical Office, 


STRENGTH OF AMERICAN DOLLAR 


Mr. Preston. I understand the strength of the American dollar 
has diminished in additional countries during the last 12 months. 
The Scandinavian, the Dutch, and the Belgian currencies are con- 
sidered to be strong currencies in comparison to the American dollar. 
These are disturbing signs. Not long ago our money was second only 
to that of Canada. Now we have dropped down the list. Is that an 
accurate statement ? 

Mr. Kearns. There are both positive and negative aspects. It has 
been the policy of this Government since 1947 to try to reestablish 
the convertibility of the trading currencies of the world because it 
is hard to do business if you have only one convertible currency. What 
actually has happened is that many programs which have been in 
effect for several years are working to bring about equilibrium. The 
problem today is to be sure the equilibrium does not go the other way 
and we find ourselves at too much of a disadvantage. This is what 
we are working on. 

Mr. Preston. That is what we are faced with at the moment. 


COMMERCE PERSONNEL ABROAD 


How many Commerce Department people do we have abroad in the 
world ? 

Secretary Murtier. Only a few in the Weather Bureau. I believe 
the Bureau of Public Roads has a few. We do not have any commer- 
clalattachés. Those are all in the State Department. 

Mr. Nretson. Mr. Chairman, we can insert that in the record. We 
do not have it broken down by the number abroad. 

Mr. Preston. Are these Commerce Department people paid by the 
State Department or loaned to them ¢ 

Secretary Murtier. No. They are all answerable to the Secretary 
of State. 

Mr. Kearns. Mr. Chairman, there is one technical point which 
should be cleared here. We have an exchange program with the State 
Department so we are able to exchange 20 Commerce officers for 20 
State officers. They put the State Department officers in the Depart- 
ment of Commerce and we put ours in the foreign commercial service. 
Technically we do have some Commerce people, but they are serving 
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under the State Department, when they are in State, and State people 
are serving under Commerce when they are with us. 

Mr. Nietson. In the trade fair program we do have people abroad. 
Also, we do get funds transferred from ICA. Those people would be 
Commerce employees abroad. 

Mr. Preston. I should like to know the total number. 

(The information follows :) 


Personnel stationed abroad 


Commerce | Other agency ‘1 ota 
programs | programs 


[ 
' sods lain hte ia ida bic i ee ees 
okt 


Bureau of the Census ey 15 | 15 
Coast and Geodetic Survey-__-- ae saiad said =a 12 4 |} 16 
Maritime Administration ; ; : staan 14 | nanewess 14 
Bureau of Public Roads : oseowwe ool 78 102 | 180 
National Bureau of Standards- - - : See 5 os . +t 6 | 7 
Weather Bureau__-_-_- paca : ‘ | 195 46 | 241 
Office of International Trade Fairs_...-_------ ‘ a WN acta se | 7 

Total : ee Bae ne aes 307 | 173 480 





President’s special international program. 
FEDERAL REPORTS ON MARKETING CONDITIONS 


Mr. Preston. You say, Mr. Secretary, on page 9 of your statement, 
that 

Only the Federal Government can make available to all business, irrespective 
of size, the authentic, timely, and adequate reports of all conditions affecting all 
kinds of marketing— 
and so forth, that are necessary to help us out. of this difficulty we are 
in. Are you saying that the Government can do more than all the 
business of the country combined 2 

Secretary MvurLier. Yes, because we have—I do not know how many 
countries there are. Just to give you an idea, this is the beginning of 
a project in which we, in company with the Department of State and 
other interested agencies of the Government, are endeavoring to stimu- 
late our exports. We have an analysis of every country and our com- 
mercial intelligence, you might say, in those areas. Let us take a 
business. In order to find out what the prospects are worldwide for : 
business, it would be practically an impossibility for them. They 
might pick out a specific country. Say they want to do business in 
West Germany, for instance. They might send their own people over 
there and get the information, but that would be a specific company 
in a specific country. What we propose is to get all of the factual 
information and get all of the opportunities for increased export by 
market research over there to determine which of our types of products 
would be salable over there. 

Mr. Presron. This is something that I thought had been going on 
all the time. 

COMMERCIAL REPRESENTATION ABROAD 


Secretary Muetter. But it has not to the extent necessary. ‘To give 
you an example, talking about West Germany: In Bonn, the British 
have over 100 people in their commerce area in their emb: assy in Bonn. 
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As I remember, the statement was made-to me that we have about 
five or six. 

Mr. Kearns. Five people. 

Secretary Murtier. We have five people in Bonn, doing the same 
work that over 100 people are doing for the British. 

Mr. Presron. Are you quoting accurate figures when you say the 
English have 100 commercial attachés in Bonn 1 

Secretary Muetter. I was told that by our Embassy in London. I 
was told that not more than 3 weeks ago. 

Mr. Ray. If I may say a word there—the British generally consider 
that all of their people overseas have a prime responsibility with regard 
to commercial matters. Technically, I believe in West Germany they 
have something like 20 commercial consuls—market officers, as they 
describe them—as against about five on our part, if you identify them 
in that way. 

Mr. Preston. So the figure comes down from 100 to 20. 

Mr. Ray. It is not inaccurate. It is just a question of identification 
of speciiic job descriptions. 

Mr. Presron. Technically, I suppose, all of our people are inter- 
ested in commerce, too. Certainly that is one of the prime functions 
of our Ambassadors. 

Mr. Ray. If you identify the full-time workers, I think those fig- 
ures are quite accurate. That is to be compared with the trade. We 
export about a billion dollars to West Germany, and the United King- 
dom exports what would be the equivalent of ‘about $300 million. So 
we have an important export stake in West Germany, and we have 
far less commercial represent ition. 

Mr. Preston. Germany is one of our greatest competitors now. 
We have helped to make her strong again, and she is our great export 
competitor. 

Secretary Mvurtier. She is a great market for us, too, Mr. Chair- 
man. We export over a billion dollars a year to W est Germany. 

Mr. Preston. What rank does she have country wise? 

Mr. Kearns. Canada is No. 1, Japan is No. 2, and West Germany 
is No. 3. 

Mr. Peevrow. Mr. Secretary, there are just any number of topics 
here that I would like to question you about, but we are going to 
cover the same ground when we have Mr. Allen and others before us, 
so I shall forego some very pertinent questions, for instance, such as 
the one on the Maritime Administration. Anybody else w ho wishes 
to question on that is at liberty to do so, of course. 


PURCHASE OF FOREIGN CURRENCIES 


I am intrigued by the statement on page 19 of your statement deal- 
ing with the purchase of $5 million of foreign currencies from the 
Treasury to utilize abroad. 

Secretary Murtier. That is Public Law 480 money. In other 
words, we have had an appropriation by the Congress—— 

Mr. Preston. I understand the mechanics. That does not bother 
me. I understand that fully. I refer to the policy now of taking 
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our work abroad and calling on foreign scientists to do things that 
I felt we were capable of doing in this country. 

Secretary Murtier. We are capable, but there are not enough to 
do the job, and to enlist all of the possibilities that would be developed 
by this program. 

Mr. Presron. So, in effect, instead of asking for $5 million Ameri- 
can money out of the general fund, you are asking for $5 million in 
foreign currencies and are spending it abroad in lieu of spending it 
in this country. 

Secretary Mvertirr. It is our money over there. 

Mr. Preston. I understand the currencies are our money, but the 
matter of going abroad to employ research specialists and scientists is 
the thing that disturbs me. 

Secretary Muretier. That is a matter of policy. If the Congress 
would feel that is inimical to the interests of this country, I per- 
sonally do not. feel that way. 

Mr. Preston. You feel that it is a perfectly proper thing to do, 
policywise ¢ 

Secretary Muretirr. I think so, in certain specialized areas. 


BUILDING FOR NATIONAL BUREAU OF STANDARDS 


Mr. Presron. I do not know whether you want to comment on this 
new building or not. You have given us very little information 
about, what 

Secretary Murtier. Of course, I would rather have the Bureau of 
Standards people do that, although I will say that we have been em- 
barked on a program of moving the Bureau of Standards to Gaithers- 
burg over a period of years. ‘All we are asking for is to build those 
buildings, the two indicated, which are not now covered in the present 
study. 

Mr. Preston. I understand that from the last paragraph on page 
20. I think I will defer questions on it until we have the General 
Services Administration people and Dr. Astin here. 





WEATHER BUREAU 


Mr. Secretary, are you satisfied with the way the Weather Bureau 
is being administered 

Secretary Murtier. Not entirely. We are constantly on that. I 
will say again it is a highly tec hnic: al thing. Unless you are a scien- 
tist in that particular area, it is rather difficult to get right down 
basically to find out. We are making some very thorough studies on 
it. Weare appreciative of the studies that your committee has made 
of this matter. 

Mr. Preston. You must be pretty happy with it to be requesting 
a $14 million increase for the Weather Bureau. 

Secretary Murtier. Mr. Chairman, it is mainly a question in the 
areas that there is great—I won't say public demand, but great de- 
mand for the particular services. Let us take aviation. We must 
have good weather information for the greatly augmented air travel 
that we are confronted with. We cannot have jets landing at these 
airports unless we have absolutely up-to-date weather information. 
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The instrument landing systems which are being developed, with 
which it is hoped we can come in, in almost all kinds of weather, 
necessitate an absolute determination. 

Mr. Preston. I have been assuming that we are getting very ac- 
curate weather information at airports for piston-driven aircraft 
and turbojets. 

Secretary Murtier. In the first place, the jets travel in almost the 
stratosphere. They travel at 30,000 to 40,000 feet. It is quite costly 
to get. weather information up there. That has been developed over 
this last 2 years through high altitude weather forecasting. 

Mr. Preston. We put it in ourselves above the budget request. 
This committee is the group who started that weather reporting in 
the absence of any request by the Bureau of the Budget. To put it 
bluntly, we forced the Weather Bureau to put it in. I am sure the 
Weather Bureau is delighted, but at least it did not come to us asa 
budget request. So we are ahead of you people in the Commerce 
Department on high altitude weather. We recognize the need for that. 

I am sure the committee will want to take a very close look at this 
large increase for the Weather Bureau, which has grown tremen- 
dously over the last few years. 


GROSS NATIONAL PRODUCT 


You have not said anything today, Mr. Secretary, about the gross 
national product and the prospects for it. You have not made any 
comment about the controversy, which seems to have been brought out 
into the open recently by commentators, about the false figures of our 
gross national product as related to population increase, the percent- 
age figures, and so forth. Do you know what I am talking about? 

“Secret tary Murrirr. I think I do. I do not know about the false 
figures. I donot think we have in any way done that. 

Mr. Preston. Maybe that is a word used inadvisedly. Let us say 
the accuracy of the figures. 

Secretary Muetier. On a per capita basis? The gross national 
product figures I think are accurate. I believe that there is a factor 
that can alw ays be introduced with reference to any inflation which 
has occurred over the year. 

Mr. Preston. Inflation and population growth. 

Secretary Muretier. And population gr ‘owth. All of these factors 
are taken’ into consideration. On the other hand, for the year 
1959 I believe we will have around $480 billion gross national prod- 
uct. We expect and are predicting and I have gone out on the limb 
as saying that by the middle of this year we will have a $500 billion 
or half trillion dollar ec onomy. That is growing at a much faster rate 
than the population. 

Mr. Preston. When you introduce the inflation factor into the 
gross national product figure, does it indicate very much growth? 

Secretary Murtter. About 3.3 percent per year, on the average. I 
am speaking now of actual noninflationary growth. 

Mr. Preston. Hard growth. 

Secretary Muetirr. Hard growth, which is greater than the 
increase in population. 
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Mr. Preston. How much is the increase in population ? 

Secretary Muetier. About 3 million. 

Mr. Preston. Percentagewise, 1.7? 

Secretary Murtier. About that, I would say. 

Mr. Preston. Mr. Rooney, have you any questions at this point? 

Mr. Rooney. Mr. Secretary, I listened with interest to your general 
statement. However, there are a few things in connection with this 
budget I am not sure I understand. 


INCREASE FOR GENERAL ADMINISTRATION 


For instance, you have an increase in the amount for general ad- 
ministration of the Department of Commerce, a request in the amount 
of $3,030,000, as compared with $2,591,000 for that purpose last 
year. 

Secretary Muriuer. That is correct. 

Mr. Rooney. This amount, which would entail the addition of 59 
more employees to the permanent payroll, compares with what amount 
in 1951 ¢% 

Secretary Murtier. I would have to get that figure. 

Mr. Nietson. The appropriation for 1951 for general administration 
was $1,350,000. 

Mr. Rooney. This is a request for a 100-percent increase over the 
intervening years. Is that correct? 

Mr. Nietson. Based on the amount of the appropriation, Mr. 
Rooney, yes it is an increase over 1951. 

Mr. Rooney. In connection with the figure $1,350,000 for 1951, does 
that take into account the fact that you had Civil Aeronautics Admin- 
istration as part of the Department of Commerce at that time? 

Mr. Nietson. CAA was inthe Department in 1951. 

Mr. Roonry. So that in 1951, with an appropriation for general 
administration in Commerce, including the Office of the Secretary, 
in the amount of $1,350,000, you had how many more employees 
than you have now, approximately ? 

Mr. Nrerson. I am not sure I have the 1951 employment figure, Mr. 
Rooney. 

Mr. Roonry. You ought to be able to tell us from memory how many 
employees there were then inCAA. 

Mr, Nretson. Somewhere around 15,000, as I recall. 

Mr. Roonry. So with 15,000 more employees in 1951 and an ap- 
propriation of $1,350,000 for general administration, you now want 
$8,030,000 torun the shop. Is that correct ? 

Mr. Nrevson. Mr. Rooney, I think at this point I would like to in- 
sert in the record a table which will reflect the additions into General 
Administration from 1951 through 1960 because there are a number 
of adjustments that will take place. 

Mr. Rooney. That is perfectly all right, and you may do so. Of 
course, we are not talking of this new item which is now included 
under general administration, salaries and expenses, Office of Field 
Services, are we ¢ 

Mr. Nretson. We are not. 

_ Mr. Roonry. We are just t Uking about this more than 100 percent 
increase in the administration’s alleged effort to hold the line. 
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If you will insert those figures at this point in the record, Mr. 
Nielson, we would appreciate it very much. 
(The information follows :) 


Salaries and expenses, general administration analysis of appropriation changes 
(1951-61) 


ete Nia i 8 ta a th eae ec lea $1, 350, 000 
Fiscal year 1952: 
Establishment of the Offices of Under Secretary for Trans- 
portation and Assistant Secretary for Administration and re- 
lated staffs pursuant to Reorganization Plans No. 5 and 21 


and comparative transfer of the Office of the Assistant Secre- 


Ie OLIN OG i ge ee i cities 134, 530 
General pay increase approved Oct. 24, 1951 (10 percent) —~---_-_ 100, 000 
I RC Oo , 084, 530 


Fiseal year 1953: 
Transfer of functions previously included in the appropriation 
“Departmental salaries and expenses. Bureau of Foreign and 
I A ee a cos laeto maabiaaanebe 216, 900 
pen SU RID 8 etc mamlaed 75, 570 











PreIeUR DON UN ey ck eee Re 1, 877, 000 
Fiscal year 1954: 
Elimination of the Office of Program Planning________________ —90, 000 
i Ne ar asain —37, 000 
Perr eamcnteen “One es ed es se eS 1, 750, 000 
Fiscal year 1955: 
Transfer in the estimates from the appropriation “Salaries and 
expenses, defense production activities, Commerce” to cover 
the cost of increased administrative and program, responsi- 
bilities in connection with the establishment of the Business 
and Defense Services Administration and expansion of the 
Department’s business service activities__...c......._._____ 300, 000 
ITER RN OED RN ae a ee ie eee 2, 050, 000 
Fiscal year 1956: 
Transfer in the estimates from the appropriation, “Salaries and 
expenses, Business and Defense Services Administration” to 
finance the Office of Strategic Information and the Defense 
Air’ Zranevoriauon Administration... ne 122, 000 
General pay increase, approved June 28, 1955 (714 percent) —_--_ 140, 500 
PAs BG ok oe se eh aca haneddeneas’ 2, 312, 500 
Fiscal year 1957 : 
General staff expansion to meet existing workload___________~_ 137, 500 
PON AD thc ee eee Se Re el ek 2, 450, 000 
Fiscal year 1958: 
Transfers in the estimates to provide centralized legal services: 
“Salaries and expenses, Bureau of the Census”’___. $6, 700 
“Salaries and expenses, Business and Defense Serv- 
Sr -Sae RON oe S 30, 000 
“Export control, Bureau of Foreign Commerce’’____ 106, 000 
“Expenses, National Bureau of Standards’__----~_ 15, 700 
——_ 158, 400 
Initiation of agency retirement contribution________-____---____ 156, 100 
Elimination of the Office of Strategic Information___________--__ —69, 300 





ASSES REIN A ee emt ening 2, 695, 200 
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Salaries and expenses, general administration analysis of appropriation changes 
(1951-61) —Continued 
Fiscal year 1959; 
PPREOACION OL WE2e TOCLIONM oe ose abe homie ae ees $34, 800 
increase, approved June 20, 1958 (10 percent) _____ 203, 400 





SP CON OUR Nc a 2 933, 400 


Fiscal year 1960: 
mawonatl tTransportancn stay. 3. awk oe ts 100, 000 
Decentralization of personnel functions__......_...__-.________ — 66, 485 
ERECT OE RR na ban ah ar whic he tie sh buenas — 84, 000 


CE SS i —222, 915 


Appropriation 1960____- dis daremcnecooas sii i cba a Sih at ch al as se a cea a 


Fiscal year 1961: 


Cost oF health benente proeraies iccen ccc sh een 16, 000 
Transfer in the estimates of foreign tr ade Zones atal ....s%<5--.. 23, 000 
Strengthening of staff facilities in the Office of the Under Sec- 

TeCRry TOT “PEOMSDOMIOMON.. 38 aa oc on becouse 139, 485 
Initiation of an operations analysis and appraisal program_____ 164, 000 
General eta IRGreeiei a5 aes ak eee eed ween 135, 515 
Completion of Wansportation: StUGY.. nccccc ince cccnnccceessen —100, 000 
SEEUER  : COMDURSRDIG GAT ie cckGde neg ncuatewawdawonsmmbente —8, 000 

PGI TO. Rebs ee Se ete 3, 030, 000 


TRADE FAIRS AND TRADE MISSIONS 


Mr. Rooney. In connection with the Bureau of Foreign Commerce, 
is there any money included in this budget for trade fairs as such! 

Mr. Nrevson. There is no money in here for trade fairs. 

Mr. Rooney. That money is in the President’s Special International 
Fund ¢ 

Mr. Nretson. That is correct. 

Mr. Rooney. How much money is in this budget for trade missions, 
if any ¢ 

Mr. Nretson. The trade mission request also will be included in the 
President’s fund. 

Mr. Rooney. So, to sum it up, there is no money at all in this 
budget Xan trade fairs; is that correct? 

Mr. Nreson. That is right. 


SMALL BUSINESS PARTICIPATION IN FOREIGN TRADE 


Mr. Rooney. At page 9 of your general statement, Mr. Secretary, I 
note a reference to small business and the question, “Is it fair to leave 
small business out of the picture?” 

Do you have any figures which would indicate how much small busi- 
ness has directly participated in foreign trade ? 

Secretary Murturr. I do not have, “but I will say this: I imagine the 
Small Business Administration would have that. If they have such a 
figure we would be very glad to get it. 

Mr. Rooney. How is it that you would not have it? You are bas- 
ing a substantial increase here on small business. I want to find out 
what part small business plays in this program. I ask that because 
the answer is, I suspect, “Not much.” 

Secretary Muetier. Not much, and it isa general statement. 
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tion, “Is it fair to leave small business out of the picture ?” 

Secretary Murtier. In my talks around and in my discussions w ith | 
many small businessmen who never have had either the opportunity 
or the inclination to seek markets overseas, what we are trying to do is 
to stimulate them. We feel there are many small businesses in this 
country which make a specific product that will lend itself very well 
to sales overseas. That is what we are trying to do—to stimulate the 
small business people as well as large businesses to become interested 
in the export trade. That is what we were really trying to get at. 

Mr. Rooney. Is that the bulk of your justification for a substantial 
increase such as the one I note in your summary which would entail 
the addition of 94 bodies to the payroll ? 

Secretary Murtier. No, I would not say that would justify the 
entire amount, but we do say this: In the Bureau of Foreign Com- 
merce I think it must be remembered that last year we had to reduce 
the staff considerably because of not having the amount of money that 
we had requested. 

We feel that curtailed our efforts drastically, and a lot of this is, 
shall we say, a restoration of what we had previously. I do not re- 
member the exact figure we requested last year. 

Mr. Rooney. As a matter of fact, you had more. When you say 
“last year” perhaps we are not speaking of the same year. You had 
$2,600,000 in 1959, and in the current year you have $2,400,000. Back 
in 1955 the amount of appropriation was but $2 million. 

Now you seek to increase from $2 million in 1955 to $3,270,000 in 
1961, the coming year? 

Secretary Mvurtter. That is right. 

Mr. Kearns. It is impossible, because of the statistical breakdown, 
to identify what is distributable to small business or medium busi- 
nesses in volume. There are some measures of the interest and po- 
tentials of small business, and we will submit one of those measures 
in our later testimony. This is exemplified in inquiries we get from 
small business in our field offices and our Department. 

Mr. Roonry. Are we to understand from this that you have not been 
doing anything for small business up to now ? 

Mr. Kearns. We have, and we have the most excellent relationship 
with the Small Business Administration. 

Mr. Roonry. What have you done? 

Mr. Krarns. We have a great. many services. We are not prepared 
this morning to go through them but I have many examples that I 
am prepared to give in our testimony on the Bureau of Foreign Com- 
merce. 

Mr. Roonry. You will not tell us about small business benefiting as 
the result of contracts and subcontracts from big business; are you? 

Mr. Kearns. Direct interest; yes, sir. 

Mr. Roonry. You think you will have figures on that ? 

Mr. Kearns. No figures because there is no breakdown. I will 
have examples that will give you a measure. 


Mr. Roonry. That sentence is very nicely written. I like that ques- | 
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COMMERCIAL ACTIVITIES AT FOREIGN SERVICE POSTS 


Mr. Roonry. Speaking of these people that the British have in 
Bonn, I might comment that I have just returned from visiting some 
dozen or more Foreign Service posts in Europe and in the Middle 
East, and I discussed all the problems they have in each one of them. 
They have their problems. However, at no post was it mentioned 
that there was any problem with regard to their commercial attachés 
or that phase of their activities. 

Does that surprise you, Mr. Secretary 

Secretary Muetier. That is very surprising. 

Mr. Rooney. You think they tell you one story — 

Secretary Mvetter. Were you in London, Mr. Rooney ? 

Mr. Rooney. Yes. 

Secretary Murutier. Did they tell you they had an adequate staff 
there ¢ 

Mr. Rooney. I don’t know that we asked that question. We dis- 
cussed what their problems were. We do not seek to spend the tax- 
payers’ money by asking if they need more people in a certain area 

We ask them their problems. 

When they proceed to tell us their problems, they tell us they need 
so many people in connection with this, that, or the other thing. At 
none of these posts was a word mentioned—and this was commented 
on by Mr. Howe and mea number of times—nowhere was it mentioned 
that they were deficient insofar as commercial activities are concerned. 

Secretary Murtier. Perhaps they are not giving enough emphasis 
on the opportunities for business. Maybe t they don’t have the eni- 
phasis, which is what we are trying to get. We feel our embassies 
and consulates over there have the prime ‘responsibility of developing 
business for American business outside of the political area. 

Mr. Roonry. We thoroughly understand that; that has been the 
angle all along. Whether or not this junior chamber of commerce 
approach to the subject is the right one or not is another story. 

Secretary MvELLER. Yes. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Preston. Mr. Shelley ? 


INCREASED ACTIVITY ON DEVELOPING EXPORTS 


Mr. Suettery. I would like to ask, Mr. Secretary, regarding page 7. 
You state the increased activities are developing greatly our exports, 
et cetera. What do you contemplate doing to back that up? 

Mr. Krarns. We will discuss this in detail in the specific testimony. 
There are many things we are doing but not adequately today. This 
means identifying, classifying, and distributing information that is 
needed by people who wish to engage in international trade. 

We do not have today the facilities to do the job adequ: ney SO 
we do not get the information out in complete enough detail to be 
fully helpful. 

We have some specific steps which we feel will be ve rv beneficial 
and will result in substantial increase in our trade potential. 
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entation for the Departme nt? 
Mr. Krarns. Yes, sir. 


DISCONTINUANCE OF SHIPYARDS 


Mr. Suetiry. On page 13 you state that preparations are in prog- 
ne to discontinue the maintenance of the shipyards at Alameda, 

Calif., and Vancouver, Wash., since they are surplus to your planned 
needs. Will they be disposed of? 

Secretary Muetier. That is the idea 

Mr. Sueviey. That is all I have, Mr. Chairman. 

Mr. Preston. Mr. Bow ? 


JUSTIFICATION FOR INCREASES 


Mr. Bow. Mr. Chairman, I have very few questions on the state- 
ment of the Secretary. There will be a number on the presentations 
of the various heads of departments. 

I should like to comment, however, to the following effect: On the 
first page you state this represents a thorough screening of the 
bureau’s requests so as to provide increases only where solid justifi- 
‘ation for increase is found. 

I have read the justifications rather carefully, and I find there is 
very little that could be considered as solid justification for increases. 
I hope that as the heads of the various departments appear before 
us they will have something much more solid than we find in the jus- 
tifications as to the reasons for increases in personnel in particular. 

Your total budget, as I see it, has an increase in personnel of 1,070 
people. 

Secretary Muetier. That is right. 

Mr. Bow. You feel, Mr. Secretary, that there has been solid justi- 
fication for all of those 1,070 people? 

Secretary Murtter. I will say this: We have gone over bureau by 
bureau, we have had our own budget meetings with the individual 
bureaus, I personally have participated in a number of those, and 
frankly I feel that they are justified. That perhaps will be a matter 
of opinion. 

Mr. Bow. I hope we do not just gloss over this as you do in the jus- 
tifications and that we insist on a solid justification. We must cut 
this cost of government. This can be done by a reduction of per- 
sonnel—never by constant increase. I, for one, will take a look at 
each and every position and no new jobs unless an excellent case is 
made for them, I warn you now. 

Secretary Murtrer. I am sure you can recognize that in a brief 
statement of this kind you cannot elaborate to any extent. 

Mr. Bow. I refer to the justifications where somebody has used 
beautiful mage age in drawing them but very little justification in 
these area 

Mr. Sins: in your preparation for the chart Mr. Rooney hag 

requested that you show the difference from 1951 to 1960 regarding 


the increased responsibilities transferred to the Secretary’s “office. 
Mr. Nretson. Yes, sir. 


Mr. Suetiey. You will go into that in detail in your specific pres- | 
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ss Mr. Bow. Will you also show in that statement the pay increases 
that have been passed by Congress during that period of time and the 
percentage of the increase w hich actu: ully is the result of pay increases 
passed by Congress? 
Mr. Nizison, We will be glad to supply that. 


o- Mr. Bow. And the date of the pay increases / 
la. | Mr. Nretson. Yes, sir. : 
ed Mr. Bow. That is all, Mr. Chairman. 


(Nore.—The chart referred to appears on p. 26.) 
Mr. Preston. Mr. Horan? 


WEATHER BUREAU 


Mr. Horan. We have been interested in this Weather Bureau busi- 
ness for some years. Twenty-one million dollars was the amount for 


e- the W eather Bureau when I first came here. Last year we had some 
ns discussion on what the Air Force and the Navy were doing in this same 

field. I would like to know what is being done by way of coordination 
1e of those activities. Obviously they would have to be at the Cabinet 
ie level, I imagine. 


i- Secretary Murtier. We are having a Budget Bureau study. As 
a matter of fact, I will say frankly that I had felt that possibly there 


is is some duplication of effort between the Air Force Weather Bureau, 

S, the Navy Weather Bureau, and our Weather Bureau, although the 

re heads of thos agencies all claim not. 

3- We are having a thorough study made of that and I can assure you 
we are just as much concerned about possible duplication of effort 

0 or unnecessary competition in the various areas as anyone. 


Mr. Horan. I wonder if we can have some way of nailing that 
down tighter? 


i- Mr. Preston. We will try to get that when we have the Weather 
Bureau before us. That would be a better place for this, I think. 
y Mr. Horan. Will they be prepared to go into this? 
| Secretary Murtier. Concerning duplication ? 
Mr. Horan, Yes, .I would r: ather get an expression from you. 
r Secretary Mur.uter. We haven't the complete study. 


Mr. Horan. That will be available to us, then? 
. Secretary Muxnuier. When I get it it certainly will be. 


t Mr. Horan. That is all, Mr, Chairman. 
t APPRAISAL OF PERFORMANCE 
3 
Mr. Micne.. On page 2 of your statement you state, “We propose 
to establish a program for the objective appraisal of the effectiveness 
of each activity in terms of accepted standards of accomplishment.” 
What do you mean by that? 


Secretary Murtier. We have felt a lack of auditing and adminis- 


, 
trative personnel who can go into each bureau, constantly making 
, studies and making recommendations of improvement in their 


performance. 

I think Mr. Moore can make a fuller statement with reference to 
that, but I am convinced that if we have a sufficient group of well- 
trained people who can go into our 11 different bureaus and analyze 


50435—60——3 
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their operations constantly, analyze on a constant basis and make sug- 
gestions on improvements and efficilency—— 

Mr. Micue.. Do you equate this with what private industry has 
come to use as a more eflicient method in an established plant or do 
you base it on another agency of Government? I am curious to know 
what you actually use as a standard when usually the Federal Gov- 
ernment itself is the one setting standards. 

Secretary Murtier. Perhaps that was not the proper alee Wea 
What we are really endeavoring to do is to make comparison insofar 
as it can be made with business operations, where that would be indi- 
cated, possible comparisons with other agencies of the Government 
itself. We would like to have a team which would have that capabil- 
ity and objective in improving our operation. We feel we can really 
save a lot of money if we can do that. 

Mr. Micue.. We hope you can. 


INDUSTRIAL EXPANSION 


On page 3 you state: 

The budget also provides for meeting the need of some communities to ex- 
pand their industrial potential. 

Will any specific examples be given on how effective that program 
has been in the past year ? 

Secretary Muetier. Yes, we will be able to give you that. We 
really have accomplished quite a bit in that area. 


WEEK BY WEEK ESTIMATES OF RETAIL SALES 


Mr. Micuer. And on page 4 you state there will be an increase asked 
for of $400,000 to accomplish the achievement of a reliable week by 
week estimate of the total of all retail sales of all kinds of business in 
the Nation to justify the cost. 

How do you determine what the achievement is to justify the in- 
creased cost-of something like this? 

Secretary Murtier. We are really assuming a function which pre- 
viously might have been a less specialized survey by the Federal 
Reserve System. 

We have in the Census Bureau the greatest statistical gathering 
bureau in the world. My own idea is that it should be the one agency 
in Government which does practically all of the statistical work. 

This is bringing in one of the areas of determination of vital statis- 
tics that are necessary for planning the economy, that is insofar as 
it is planned, and it will give more up-to-date and factual informa- 
tion as to our progress or lack of progress. 

Department stores and retail sales are a very sensative barometer 
of conditions. The more up to date and the more accurately that in- 
formation can be kept the better it will be for the economy as a whole. 

We need accurate, up-to-date information onall phases of our 
economy, and the better those statisties are I believe the better the 
economy as a whole will be. 

Mr. Moorr. We donot have week by week estimates. 
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PUBLIC LAW 480 SALES IN BALANCE OF TRADE ESTIMATES 


Mr. Micnex. One final question, and I suspect Mr. Kearns could 
answer it for me. When we talk about favorable balance of trade, 
exports exceeding imports, in those figures which you cite do you in- 
clude sales under Public Law 480? 

Mr. Kearns. Yes. It does not include military-aid shipments, but 
it includes those. 

Mr. Micuer. But you then have to include it in terms of dollar 
sales ? 

Mr. Kearns. That is right. 

Mr. Micuen. Only those items which are sold in dollars or includ- 
ing those which are purchased in local currency ? 

Mr. Kearns. It will be convertible. 

Mr. Micuet. You would include only those which would be truly 
convertible ? 

Mr. Kearns. No, the equivalent would be stated in dollars. 

Mr. Micuex. Then does it not further distort it? This is not a 
true picture. 

Mr. Kearns. There are some elements on both sides which modify 
the total statement. You have to break down in detail just what each 
of the categories is, which I can do for you. 

Mr. Micuet. I think that is very interesting. I was noticing in 
Japan where they purchase soybeans with dollars, but they are one 
of the few countries in the world who would be purchasing our sur- 
plus in dollars. The rest of the southeast Asian countries for example 
are purchasing in local currency which we just cannot use for 
anything. 

Mr. Kearns. I can bring it out on the 1958 figures. I doubt if I 
can give you the total 1959 figures. I can give you 1958 so you can 
get the relative importance of it. 

Mr. Micnuer. When we get to that point further on in the justifica- 
tions I would like a better clarification of that for myself. There 
were several questions raised in my mind when these figures were 
cited. 

Mr. Suetiey. Do I understand, Mr. Kearns, that you mean all of 
the products sold under Public Law 480, whether paid for in dollars 
or in foreign moneys, are credited to this figure? 

Mr. Kearns. I cannot tell you that. That is the figure I will have 
to get. 

Mr. Suetiey. You said a while ago they were converted at the 
exchange rate to dollars. Does that mean all, just some, or what? 
Will you get it definitely ? 

Mr. Kearns. Yes. 

Mr. Suetiry. That will make a big difference. 

_Mr. Kearns. To the extent it shows up in exports and not military 
aid. I will have to get total figures which I will do and submit for 
you. 

Mr. Suetiey. I am interested in Public Law 480 and how you are 
going to exchange these funds. 

Mr. Micuet. That is all, Mr. Chairman. 
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It should be fully established here so we might get a truer picture} 


of this figure. 


SUMMARY JUSTIFICATION STATEMENTS 


At this point in the record we will insert the summary statements 


on pages 1 through 5 of the justifications. 
(The information follows :) 


Summary of requirements 


Appropriation 1960 (regular bill) 
Serum UUORISIRIN  C 
Proposed supplemental aaa eabetoreda 
Unobligated balance: Bureau of the Census 


Add: Cost of health benefits program __ 
Deduct: 
Nonrecurring extra compensable day in 1960 


Nonrecurring appropriations : 
Participation in Century 21 Exposition_ 
Bureau of Public Roads : 

Forest highways____~— 
Public lands highw: LyS_ 


Nonrecurring projects* 
General administration_-__..-____- 
Coast and Geodetic Survey 5 ae 
Business and Defense Services Administration__- 
Maritime activities — 

National Bureau of Stz andards 
Weather Bureau_——- ~~ 


Base for fiscal year 1961___ 


Net difference-—1961 over 1960: 


Requirements Difference, 
Ineredse (->- 
decrease (—) 


1960 adjusted | 1961 estimate 











General administration___- < $4, 934, 100 $5, 614, 000 +-$679, 900 
Bureau of the Census LS omega bas aee 101, 631, 676 28, 795,000 | —72, 836, 676 
Coast and Geodetic Survey - -- 13, 971, 000 25, 250,000 | +11, 279, 000 | 
Business and Defense Services A dministra- 

tion Seu bb namely al 3, 772, 000 4, 366, 000 | +-594, 000 
Bureau of Foreign C ommerce | 5, 199, 535 | 6, 070, 000 | +870, 465 
Office of Business Economics-. | 1, 405, 500 | 1, 500, 000 | +-94, 500 
Maritime activities___....___-- _...-.| 308,740,135 | 298, 390,000 | —10, 350, 135 
Patent Office___- 22, 035, 000 22, 600, 000 | 4-565, 000 
National Bureau of Standards ‘ ----| 16,250,000 | — 50, 100, 000 | +33, 850, 000 
Weer Dorcel. ............. at ----| 49,010,900 | 63, 100, | 000 | +14, 089, 100 






526, 949, 846 | 505, 785, 000 | ~21, 164, 846 
| | 


Appropriation 1961 2 


1 Requested as trust fund appropriation in 1961. 


2 Excludes $2,728,000,000 highway trust fund appropriations for Bureau of Public Roads. 





A] 


3, 827, 900 


425, 000 


32, 000, 000 


584, 176 
S37, 076 
S54. O15 


330, 355 


, OOO, 00D 


, 000, 006 
, 000, 000 


3, 000, 000 


100, 000 
125, 000 

SY, 000 
356, 890 
2440, 000 


, 000, 000 
>. £10, 890 


>, 949, S46 


»propria- 


tion 1961 


$5, 614, 0M 
28, 795, 000 
25, 250, 000 


4, 366, 000 
6, 070, 000 
1, 500, 000 


298, 390, 000 


22. 600, 000 
50, 100, 000 
63, 100, 000 


505, 786, 000 


Mr. Preston. You raised a very interesting question, Mr. Michel.| 
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Summary of obligations by object of expenditure 





el, 
re 1S to bo ws 
1959 actual 1960 estimate 1961 estimate 
01 Personal services | $123, 725, 851 | $184, 979, 460 | $138, 5908, 538 
02 Travel 4, 660, 325 11, 691, 006 5, 749, 134 
03 Transportation of things 1, 713, 158 2, 385, 939 2, 240, 997 
04 Communication services 4, 228, 479 7, 840, 381 5, 737, 543 
> 05 Rents and utility services 3, 271, 853 | 5, 032, 853 4, 233, 514 
06 Printing and reproduction 5, 465, 316 | 8, 765, 708 6, 004, 679 
07 Other contractual services 29, 453, 434 40, 223, 542 55, 985, 041 
08 Supplies and materials 9, 029,171 | 9, O89, 805 10, 165, 935 
09 Equipment 25, 182, 636 35, 581, 424 30, 341, 178 
10 Land and structures 41, O81, 907 39, 549, 821 36, 733, 800 
1! Grants, subsidies and contributions 3, 701, 881, 748 2, 997, 954, 141 3, 127, 825, 385 
12 Pension annuities and insurance claims 642, 594 695, 000 759, 000 
13 Refunds, awards and indemnities 126, 96, 186 98, 557 
MM) 15 Taxes and assessments 164, 7 1, 579, 021 133, 219 
OW 
way Subtotal 3, 950, 627, 522 3, 345, 464, 307 3, 424, 606, 520 
7¢ Adjustments 
Charges for quarters and subsistence — 147, 386 62, 900 —62, 900 
Tt Portion of foregoing obligations originally charged 
15 to class 10 —318, 100 
Portion of foregoing obligations originally charged 
55 to class 11 ‘ —1, 189, 000 
Obligations for costs of ofher vears 2, 406, 802 994, 200 22, 060, 219 
Costs for obligations of other years —4, 461, 121 —4, 029, 486 ~412, 200 
04 
Total obligations | 3, 948, 425, 817 3, 342, 366, 121 3, 444, 684, 539 
i 
40) Adjustments under appropriations 
Add 
00 1959 appropriations available in 1958 2, 411, 390 
Unobligated balances no longer available: 
Appropriations 442, 679 426, 793 
(0) Contract authorizations 39, 346, 063 19, 065, 000 19, 377, 918 
(i) Unobligated balances carried forward: 
0) Appropriations 119, 532, 807 41, 629, 876 31, 418, 550 
ayn Contract authorizations. _. 2, 846, 866, 446 3, 016, 128, 949 3, 188, 717, 949 
(n) Transfers to other accounts 427, 090 175, 000 
mw“ Comparative transfers to other accounts 4, 042, 430 2, 357, 000 |... 
Appropriations to liquidate contract authoriza- | 
Q( tion 2, 382, 692,000 | 3, 062, 960, 000 2, 729, 020, 000 
Unobligated balances rescinded 4, 784, 072 6, 975, 932 
4 Deduct 
Unobligated balances brought forward | | 
Appropriations 87, 585, 375 119, 532, 807 41, 936, 089 
Contract authorizations | 2,959, 493,247 | 2, 846, 866, 446 3, 016, 128, 949 
Transfers from other accounts._- 427, 090 | 175, 000 
Comparative transfers from other accounts. 2, 258, 511 | 2, 357, 000 
" Contract authorizations (new) | 3, 466, 000, 000 2, 945, 478, 518 3, 115, 842, 918 
Contract authorizations restored 4, 784, 072 250, 000 
Recovery of prior year obligations. ; | 4, 784, 721 * 250, 000 
Reimbrsements from non-Federal sources -. | 820, 678 1, 548, 000 | 1, 152, 000 
Reimbursements from other accounts | 6, 044, 458 4, 374, 000 4, 374, 000 
ux Reappropriation 10, 304 | 
WK Total, all appropriations 2, 816, 762, 338 3, 571, 252, 900 3, 233, 785, 000 
Less appropriations from highway trust fund | 2. , 350, 000, 000 | 3, 028, 000, 000 2, 728, 000, 000 
Wk wie ca 
(i Total, general fund appropriations j 466, 762, 338 543, 252, 900 505, 7 785, 000 
i 
— . ig ada in ita deem tin 
L : : 
oN Summary of personal service obligations 
00 —_ 
‘ | | 
Ut | 1959 | 1960 | 1961 
| | 





Average | Dollar cost 


| 
Dollar cost | 
_| number 
—| 


| Average 


| Average | 
| number 

| 

| 

| 

| 

| 


number 





i 
} 
| e 
| | | 
Permanent positions. — 16, 648 | $107, 802, 198 | 16, 730 $109, 343, 895 | 17,695 |$116, 144, 594 
| 
| 
| 


Part time and temporary - .- 2, 072 9, 033, 119 6, 873 7 759, 013 | 3,709 | 15,716,014 
Crews of vessels ; 330 | 1, 240, 895 | 346 | 1, 463, 500 | 459 | 1,942,400 
Regular pay in excess of 52-week | | | 
base : wel oe 36, 261 pore ae mie ee 
Other payments for personal | | | 
services. _._. nits: ly 339, 364 | ee 5, 413, 052 |_- | 4,795, 530 
Total personal services-- 19, 050 | 1 123, 451, 827 23, 949 | 184,979,460 | 21, 863 | 138, 598, 538 





! Excludes $274,024 annual leave earned in excess of leave taken 
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PERSONNEL STATISTICS 





Mr. Preston. Please prepare for the record a tabulation for 1960- | 
61 similar to that appearing on page 73 of the 1960 printed hearin 
which shows in comparative form both direct and reimbursable 
personnel. 

Secretary Murer. Yes, sir. 

(The information follows :) 


| 
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ENTERTAINMENT EXPENSES 


Secretary Mue.ier. One further statement, Mr. Chairman. In our 
General Administration proposal we have a $5,000 request for enter- 
tainment. As you know, my predecessors have had varied sums in 
there and we have never succeeded in getting that. 

It has been rather forcefully brought to my attention the fact that 
when I was just overseas on this trade trip that I was entertained by 
the various prime ministers and cabinet officers who will be coming 
to this country. 

We have no fund through which we can repay such entertainment. 
I do not mean on a lush scale or anything of that kind, but I do feel 
we are at a great disadvantage having accepted hospitality in foreign 
lands in not being able to repay such hospitality when they pay us a 
visit. 

It is a very small amount. We are asking for $5,000 just as an 
overall figure. I do not know how much will be spent, but I really 
feel it is something we should have. 

Several of the other departments all have funds of this character 
in much greater amount. I know independent agencies of the Gov- 
ernment have funds of this kind. This is not that we intend, as I 
said, to really put on a program of this kind, but I really feel when 
these people come here the Secretary of Commerce should be able to 
give them a luncheon and not have to pay for it out of his own pocket. 

Mr. Preston. Who would have the use of that fund / 

Secretary Muetier. The Secretary, Under Secretary, and Assistant 
Secretaries. 

Mr. Presron. We are glad to have your comment on that item. I 
suppose we will take it up in more detail when we consider General 
Administration. 

We thank you for a very interesting presentation this morning, Mr. 
Secretary. We shall proceed after lunch to go into the details of the 
budget. 

Secretary Mueutrr. It has been a pleasure to be here. I know we 
can count on this committee to give the Department of Commerce the 
amount of money which it feels and we feel is necessary for proper 
administration. 

Mr. Preston. There might be a slight difference in that figure, Mr. 
Secretary. 
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Monpay, JANUARY 11, 1960. 


GENERAL ADMINISTRATION 


WITNESSES 
HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINIS- 
TRATION 
| HON. JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPOR- 
: TATION 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
JAMES F. PERRIN, DIRECTOR, TRANSPORTATION STAFF 


| Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities 








1. Executive direction of the Department $684, 981 670 $768, 380 
2. Departmental staff services 1, 415, 194 <a 655 1, 588, 190 
3. Administrative services 692, 840 632, 885 665, 885 
Total program costs 2, 793, O15 2, 685, 210 3, 022, 455 
4. Relation of costs to obligations 
Costs financed from obligations of other years, 
net (—) —2, 210 one 
Obligations incurred for costs of other years, net 12, 655 7, 545 
Total program (obligations 2, 805, 670 2, 683, 000 3, 030, 000 
Financing 
Comparative transfers from (—) other accounts , — 23, 000 
Comparative transfers to other accounts : 61, 414 : 
Unobligated balance no longer available 10, 726 
New obligational authority 2, 877, 810 2, 660, 000 3, 030, 000 
New obligational authority: | | 
A ppropriation 2, 933, 400 2, 660, 000 | 3, 030, 000 
Transferred (64 Stat. 1263) to | 
‘* Salaries and expenses,’’ Bureau of Foreign Commerce —18, 590 
‘Salaries and expenses,’’ Business and Defense Serv- | | 
ices Administration. . sem — 37, 000 - 
Appropriation (adjusted) - -- j 2, 877, 810 2, 660, 000 3, 030, 000 
Object classification 
1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions. ' a 323 265 318 
Full-time equivalent of all other positions ; 2 5 3 
Average number of all employees ; ae 301 273 313 
Number of employees at end of year- - ; 301 265 318 
Average GS grade and salary. ss SolSeaad : col wee $7,643 | 9.5 $8,043 | 9.6 $8, 111 
01 Personal services: 
Permanent positions -- | 2, 378, 196 2, 206, 095 2, 554, 855 
Positions other than permanent | 15, 959 52, 755 28, 245 
Other personal services = een : 23, 757 25, 670 19, 010 
Total personal services 2, 417, 912 2, 284, 520 2, 602, 110 
02 Travel__- oe pee. 9g eae 26, 999 33, 210 42, 500 
03 Transportation of things ae ; cam 1, 369 | 1, 000 | 1, 000 
04 Communication services ST eicnadtend ; ; -| 51, 286 | 49, 700 49, 700 
05 Rents and utility services_.........--- ae aeks a 6, 028 6, 000 | 6, 000 
06 Printing and reproduction _---- jas eet niet ; Seaeal 58, 110 62, 500 52, 500 
07 Other contractual services. __._...--_- ait ite a aamaaioe | 46, 007 59, 260 64, 715 
08 Supplies and materials__--.---- casein _ ~=-f 33, 904 31, 900 | 31, 900 
08 Equipment. israkniienen pan kd nace ae ee seanns 15, 841 | 10, 000 10, 000 
ll Grants, subsidies, and contributions -_- | 145, 173 142, 610 167, 875 
13 Refunds, awards, and indemnities. -_- i — cal 1, 055 1, 000 | 1, 000 
15 Taxes and assessments.............------- Bode 1, 986 1, 300 700 
} 
' 


Total obligations........... Fin mileatantlaabeess ..| 2,805,670 | 2,683,000 | —3, 030, 000 
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Mr. Preston. The committee will come to order. 
The next item we shall take up is “General Administration, salaries 


and expenses,” found on page 1 of the committee print, and page 3 
of the justifications. 


JUSTIFICATION OF THE ESTIMATES 
At this point we shall insert into the record pages 3 through 6 of 


the ee 
(The pages follow :) 


; 
| 
¥ 





Summary of budget estimates, fiscal year 1961 
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GENERAL ADMINISTRATION—SALARIES AND EXPENSES 
Summary of requirements 


Appropriation, 1960 (regular bill) 


Add: 
Cost of health benefits program see - . $16, 000 
Comparative transfer of 1960 cost of foreign trade zones staff previously financed 
from ‘‘Saluries and expenses, Bureau of Foreign Commerce” .. 23,000 
Total . wilmrs prettiatis ae 
Deduct: Nonrecurring: 
Completion of comprehensive national transportation study 100, 000 
Extra compensable day -_- 8, 000 
Total 


Base for 1961 
Net difference—1961 over 1960: 


1960 ad- | 1961 esti- | Difference, 
justed | mate increase (+) 
| | decrease (—) 


Executive direction of the Department. ; $629, 255 $769,005 | -+$139, 750 
Department staff services. _-_- venttake 1, 325, 985 1,586,155 | +260,170 
Administrative services- piaescwaues 635, 760 | 674, 840 | +39, 080 

Gross requirements - - si ; ; .| 2,591,000 3, 030, 000 +439, 000 





Total estimate of appropriation, 1961 





$2, 660, 000 


39, 000 


108, 000 


2, 591, 000 
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Mr. Preston. Once again, we have with us the very able Assistant 
Secretary for Administration, Hon. George T. Moore. 
Mr. Moore, do you have a prepared statement for the committee? 


GENERAL STATEMENT 


Mr. Moore. I have, Mr. Chairman. 

I wish to thank you and I wish to express my appreciation for the 
opportunity to appear before you this afternoon to discuss the De- 
partment of Commerce administrative and management programs, 
and the budgetary requirements for the departmental direction of 
those programs in the fiscal year 1961. 

The principal increases in this estimate relate to recognition by the 
Department of the need to improve its scope and effectiveness in 
planning and direction in the areas of operations auditing and man- 
agement analysis and in the review and development of coordinated 
transportation plans and policies. Other increases are requested to 
provide adequate personnel complements to maintain minimum effi- 
ciency and productivity in the areas of legal assistance and services, 
public information, security, personnel administration and adminis- 
trative services, including both housekeeping and management aspects 
of the latter. 

OPERATIONS ANALYSIS DIVISION 


We propose to establish within the Office of Budget and Manage- 
ment an operations analysis division to consist initially of 17 em- 
ployees divided into survey groups to be engaged in continuing and 
independent operations audits and appraisals of Washington and field 
operations of the Department. These positions would be assigned 
to the analysis and appraisal of bureaus and office operations located 
in Washington and vicinity and, on a regional basis, in field offices and 
installations. Independent analyses will be made to insure that 
policies, emphasis, and methods relating to the many and varied 
activities of the Department, as described in detail in the Commerce 
budget estimate now before the committee, are in conformance with 
administration pohey and the intent of Congress. Comprehensive 
reports of findings and recommendations will be rendered. These 
reports will be reviewed and followed up by our present de- 
partmental management staff for which a nominal increase in 
personnel is requested in this estimate. With this additional 
assistance, we expect to communicate more adequately to top 
management in Washington the information and_ evaluations 
needed to formulate and execute policies which require both 
foresight and flexibility to meet the needs of our dynamic 
national economy. An operational analysis and appraisal program 
as proposed here is similar to that recommended by the first’ Hoover 
Commission and is favored by both the General Accounting Office 
and the Bureau of the Budget. 


TRANSPORTATION STAFF 


We also propose in this estimate to add 12 transportation economists 
and 7 clerical personnel to the Office of the Under Secretary for 
veneration to enable the Department more effectively to carry out 
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its assigned responsibilities in this important area and to _ the 
increasing workload generated by a dynamic transport industry 

Difficult problems of transport policy and program are presented 
to the executive branch for solution. With the Federal Government 
spending annually on the varied and myriad transportation programs 
upward of $10 billion, it is imperative that considerable study be given 
these policies and programs so that there can be a balance ed develop- 
ment of our transportation system at the lowest cost to the Govern- 
ment. 

While there are some 23 agencies in the Federal Government having 
responsibilities one way or another in the transportation field—wheth- 
er it be regulatory, promotional, procurement, taxation, or labor man- 
agement relations—the Department of Commerce is the only agency 
with the responsibility for review, evaluation and development of 
overall transportation policy within the executive branch, including 
the mobilization aspects. The Secretary of Commerce looks to the 
Under Secretary of Commerce for Tr: ansportation as his principal 
assistant in developing this overall transportation policy. This re- 
quires a great deal of study, research, analysis, and preparation of 
reports, legislative proposals, ete. It is most important that a highly 
competent professional staff required for this work be made available 
tothe Under Secretary for Transportation. 

Specifically, in fiscal 1961, this staff will undertake a long-range 
program to (a) develop a broadened and coordinated transport: ition 
policy embracing all eer media and the Nation’s transpor- 
tation system as a whole, (6) appraise accurately and objectively the 
effect on the various modes of transportation of diverse Government 
transportation policies and programs, (¢c) develop criteria to be used 
as a guide by public and private agencies to insure the balanced de- 
velopment of the transport system in consonance with national growth 
and defense responsibilities, (7) assist in the development of policies 
and programs to assure the orderly expansion of scientific and tech- 
nical services of the Department to meet the needs of the nuclear, jet 
and space age and ocean research, and (e) assure the policies and 
programs for transportation and related services are developed and 
performed in furtherance of the President’s larger responsibilities for 
security and economic well-being. 

In addition to making it possible to undertake a long-range treat- 
ment of the various facets of the Department’s responsibility in this 
area, this increase provides for followup activities in the executive 
branch with respect to the special study of transportation which the 
President directed the Secretary to make in his 1959 budget message. 
This study is practically completed and will be communicated to the 
President in the near future. 


OFFICE OF FIELD SERVICES 


You will note that the Office of Field Services which was formerly 
included in the budget estimates of the Business and Defense Services 
Administration, is set up this year as a separate unit. This is in 
recognition of the important responsibility placed on the field offices 
as the local representatives of the Business and Defense Services Ad- 
ministration, the Bureau of Foreign Commerce, and the Office of 


50435—60———4 








48 





Business Economics. This unit now reports to me and is under my 
supervision. 

The changing conditions American businessmen face in foreign 
markets make it imperative that the Department of Commerce place 
greater stress on expanding the U.S. share of world trade and particu- 
larly of increasing American exports. The estimates, therefore, pro- 
vide for increased funds for an expansion of our foreign trade staffs 
in the field offices. Greater emphasis will be placed on ‘the trade pro- 
motion services and facilities of the Bureau of Foreign Commerce, 
thus enabling American businessmen to be better informed on and 
compete more effectively in foreign markets. 

Another important element in the work done by the Office of Field 
Services is the program of the Office of Area Development. To pro- 
vide additional assistance to local area development groups, it is 
proposed to make additions to our staffs in six field offices. 

This completes my formal statement, Mr. Chairman. We hope the 
committee will act favorably on our proposals. We shall be glad to 
answer any questions the committee may have. 

Because of what you said, Mr. Chairman, about transportation this 
morning, we have asked Under Secretary Allen to be present with 
us at this time. 

Mr. Preston. Off the record. 
( Discussion off the record.) 


FIELD OFFICES 


Mr. Preston. You stated in your testimony that the field offices 
report to you now ? 

Mr. Moorr. That is correct. 

Mr. Preston. And they are under your supervision ? 

Mr. Moore. That is correct. 

Mr. Preston. In that respect, is that operation different from the 
other agencies ? 

Mr. Moore. Oh, yes; the other agencies 

Mr. Preston. Do you have any other agency or division reporting 
to you in the same manner as the field offices ? 

Mr. Moors. No; no other division set up in this way, although we 
have broken down, as you will note, the administrative areas into 
groups that report that way, but this is the first time that this activity 
has been undertaken. The reason for that was because it cuts across 
all the other bureau lines, and it would go to the Under Secretary or 
to the Assistant Secretary for Administration. The Under Secretary 
did not want any agencies or groups reporting to him. 





ADDITIONAL POSITIONS 


Mr. Preston. I believe your justifications indicate that you are 
seeking 59 additional positions, but you did not mention that many 
positions in your statement at all. 

Mr. Moors. No; I did not; I only mentioned two areas in my 
statement. 

We are seeking 59 additional positions, broken down as follows: 

The Office of the Assistant Secret tary for International Affairs, 1; 
the Office of the Under Secretary for Transportation, 19: the Office 
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of the General Counsel, 4; the Office of Public Information, 2; the 
Office of Security Control, 1; the Office of Budget and Management, 
20; the Office of Personnel Management, 2; the Business Advisory 
Council staff, 1 secretary; the Office of Administrative Operations, 7; 
and in the Accounting Operations Branch, 2; for a total of 59. 

Mr. Preston. These new positions that you are seeking are heavily 
weighted on the high side, GS—9’s and above. 

Mr. Moore. In our area, Mr. Chairman, I believe that we need 
men, or experts, if you may call them that, or the higher graded peo- 
ple who have had considerable experience more than we do clerical 
people. 

I might add for your information that this has been a rather diffi- 
cult fiscal year for us because we are running behind in some of these 
areas. 

Mr. Preston. I note you are requesting a total of 59 additional 
positions. You talk about transportation and you talk about 
administration. 

Mr. Moorr. The bulk of the ones we are asking for; yes, sir. 

Mr. Presron. Yes; that is where you first placed your emphasis. 

Mr. Moore. Yes, sir. 

Mr. Preston. What do you really expect to get out of these 19? 

Mr. Moore. We have 12 and 7 

Mr. Preston. You have 20 under the Office of Budget and 
Management. 

Do you want Mr. Nielson to speak to that ? 

Mr. Moorr. Yes; I would have Mr. Nielson answer that but, first, 
I might say this to you: 

For several years—until this year—every 18 months we were putting 
on a special operation to see if we could not reduce our waste, as I call 
it, in our administrative operation, and we had tremendous savings 
made. 

In this fiseal year we were due for another one, but unfortunately 
we were reduced in personnel the last time we were up before your 
committee, and we did not have the manpower to put the operation 
on. Therefore, we have passed up this period when I think we could 
have made some additional savings. 

With this group of 20 people I am convinced that we can make sav- 
ings after savings as we get into the programs and activities, and the 
methods by which our bureaus operate in administrative activities. 

I am completely convinced there would be a return which would be 
almost unmeasurable in this area. 

Mr. Preston. You say you are reducing personnel below what the 
budget request was. Is that what you are talking about? 

Mr. Moore. Yes, sir; from 46 positions, if I remember corr ectly —— 

Mr. Preston, Forty-six positions that you asked for ? 

Mr. Moore. Forty-six positions that we ask for that we felt we 
needed, and I am sure we did need them, 

Mr. Presron. I am just as sure as I am sitting here that if we gave 
you these positions today, next year when the “budget came up you 
would be here requesting another increase. I do ‘not believe it is 
possible for you people to bring a budget up here which does not 
contain increases. I am té king about the entire gamut of the agencies. 
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BAVINGS 


Mr. Moore. I think I understand what you mean. This is where a 
little difficulty comes into this thing: We have had large savings in 
our operations. We got $56 million this last year, I believ e, Mr. Niel- 
son; did we not? 

Mr. Nretson. Yes, sir. 

Mr. Presron. Tell us about this $56 million. 

Mr. Moore. I would be glad to. I have a book on it. $55 million 
comes in redesigning of bridges and so forth for highways. There 
are different savings ‘that were made in our printing and in our forms 
control and in getting rid of parent paper—which was clogging 
up all the files and everything, and I think we are on top of those 
things. 

We had in the Department of Commerce in fiscal year 1959 a pro- 
gram, in which we were outstanding, of suggestions which resulted 
in savings for the entire executive branch of the Government. 

Mr. Preston. $55 million of the $56 million resulted from the re- 
design of bridges ¢ 

Mr. Moore. $55 million, and things like that. 

Mr. Preston. Were these designs which were submitted by the 
States but which were redesigned by the Federal Bureau? 

Mr. Moore. No; by the Bureau of Public Roads. 

Mr. Preston. That is what you are talking about? $1 million? 

Mr. Moore. $1 million or $1.5 million. 

Mr. Preston. Instead of $56 million 2 

Mr. Moore. That is all in there, though. 

Mr. Preston. Was this the result of anything that the Administra- 
tive Office of the Secretary initiated ? 

Mr. Moore. It is the result of what the Administrative Office of the 
Bureau of Public Roads initiated ; yes; with these things. 

Mr. Presron. That was not a function of the Bureau of Public 
Roads? 

Mr. Moore. Yes; but these things are stimulated through sugges- 
tions, and they have to be checked. 

Mr. Presron. Was this just a normal savings in the Bureau of Pub- 
lic Roads which good engineering practices would have brought about 
in any event ? 

Mr. Moore. I must say “Yes,” but those things have to be stimu- 
lated, Mr. Chairman. You have to guide them. 

Mr. Presron. It was not the result. of anything that you people in 
the Administrative Office could claim credit for; is that right? 

Mr. Moore. No, sir; if you put it that way, we did not get t down and 
put the pen on the paper, but it does come into the area of our sugges- 
tions, prac tices, plans, and promotions. 

Mr. Preston. We are for that, and we commend you for any effort 
you make to effect savings, but I know and you know and these men 
from the Department of “Commerce know, who have been here a long 
time, especially Mr. Nielson, the money man, that when you talk 
about effecting a savings of $1 million, you have just scraped the sur- 
face, really, as to what could be saved if you took the gloves off and 
forgot a man’s name and forgot all about the grades and friendships. 
and personalities and decided that you could w: rade in and really effect 
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savings; $1 million would not be a drop in the bucket as to what you 
could really accomplish if you did that. 

Mr. Moors. No; but this is on an annual basis, sir, and we have 
been continuing on that basis. 

Mr. Preston. I want to emphasize that we commend you for it. 

Mr. Moore. Cam not looking for any commendations in this matter. 
I think this is a normal function, but I do believe you have to have the 
people to stimulate and get these things working that way. 

Mr. Preston. I do not understand how you can talk about savings 
in one breath and then talk about 59 new positions in the next breath. 
If we are talking about the subject of savings, you should not talk 
about the need for more people and more jobs. We are in the savings 
business. We are not in the fattening business. These are tough 
times. We are auctioning off Government bonds at the highest rate 
of interest in the history of the country. We are not in the mood to 
increase the number of jobs. This budget indicates you are request- 
ing 1,070 new positions. 

Mr. Moore. That is correct. If properly handled, these 1,070 people, 
in our opinion, will give us a better economy, more opportunity of sav- 
ings and tax returns. 

Mr. Preston. If I were to hire another cook in my kitchen, I guar- 
antee you I could make and effect a savings by having that cook check 
on the one I already had to see that she did not carry out a pan of this 
or that. But at the same time, I would be paying that extra cook an- 
other salary. So, there is no end tothat. In other words, hire Bill to 
watch Joe and John to watch Bill. 

Mr. Moore. No, sir. These people are hired to produce a program 
which will effectively produce economies. 


NEW POSITIONS FOR OFFICE OF BUDGET MANAGEMENT 


Mr. Preston. I want Mr. Nielson to talk about these 20 positions 
which he has requested of high rankers. There is no one in here of a 
low grade, except a GS-4 and one GS-7. Everyone else is from a 
GS-11 and above. 

Tell us about this, Mr. Nielson. 

Mr. Nretson. Mr. Chairman, concerning the request which we made 
here for the Office of Budget Management this is a program which is 
not something new to the Federal Government. It is something new 
for the Department of Commerce. These programs which we want to 
carry out would warrant. people of this caliber. These will be people 
who will be dealing with all the bureaus of the Department, all of the 
programs of the Department, the operations of the Department, all 
the finances of the Department, and they must be people who have 
competency in the field of administrative management and finance. 

We have felt that over a period of time by having this type of an 
operation, it would effect some overall savings to the Government. 
This is our only particular interest and goal. I have no other in- 
terest in this except to see that we have a top, efficient operation. This 
type of a group is already in a number of the other agencies. The 
Congress itself has recognized and has authorized this same program 
In agencies at the top level in order to keep a constant watch and look- 
see on what is developing within these departments. 
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Mr. Moore. I think I understand what you mean. This is where a 
little difficulty comes into this thing: We have had large savings in 
our operations. We got $56 million this last year, I believe, Mr. Niel- 
son; did we not ? 

Mr. Nietson. Yes, sir. 

Mr. Preston. Tell us about this $56 million. 

Mr. Moore. I would be glad to. I have a book on it. $55 million 
comes in redesigning of bridges and so forth for highways. There 
are different savings ‘that were made in our printing and in our forms 
control and in getting rid of paper—just paper—which was clogging 
up all the files “and everything, and I think we are on top of those 
things. 

We had in the Department of Commerce in fiscal year 1959 a pro- 
gram, in which we were outstanding, of suggestions which resulted 
in savings for the entire executive branch of the Government. 

Mr. Presron. $55 million of the $56 million resulted from the re- 
design of bridges ¢ 

Mr. Moore. $55 million, and things like that. 

Mr. Preston. Were these designs which were submitted by the 
States but which were redesigned by the Federal Bureau? 

Mr. Moore. No; by the Bureau of Public Roads. 

Mr. Preston. That is what you are talking about? $1 million? 

Mr. Moore. $1 million or $1.5 million. 

Mr. Presron. Instead of $56 million ¢ 

Mr. Moore. That is all in there, though. 

Mr. Preston. Was this the result of anything that the Administra- 
tive Office of the Secretary initiated ? 

Mr. Moore. It is the result of what the Administrative Office of the 
Bureau of Public Roads initiated ; yes; with these things. 

Mr. Presron. That was not a function of the Bureau of Public 
Roads? 

Mr. Moore. Yes; but these things are stimulated through sugges- 
tions, and they have to be checked. 

Mr. Preston. Was this just a normal savings in the Bureau of Pub- 
lic Roads which good engineering practices would have brought about 
in any event? 

Mr. Moore. I must say “Yes,” but those things have to be stimu- 
lated, Mr. Chairman. You have to guide them. 

Mr. Presron. It was not the result of anything that you people in 
the Administrative Office could claim credit for; is that right? 

Mr. Moore. No, sir; if you put. it that way, we did not get down and 
put the pen on the paper, but it does come into the area of our sugges- 
tions, practices, plans, and promotions. 

Mr. Preston. We are for that, and we commend you for any effort 
you make to effect savings, but I know and you know and these men 
from the Department of ‘Commerce know, who have been here a long 
time, especially Mr. Nielson, the money man, that when you talk 
about effecting a savings of $1 million, you have just scraped the sur- 
face, really, as to what - could be saved if you took the gloves off and 
forgot a man’s name and forgot all about the grades and friendships. 
and personalities and decided that you could w rade in and re: lly effect 
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savings; $1 million would not be a drop in the bucket as to what you 
could re: ully accomplish if you did that. 

Mr. Moors. No; but this is on an annual basis, sir, and we have 
been continuing on that basis. 

Mr. Preston. I want to emphasize that we commend you for it. 

Mr. Moore. I am not looking for any commendations in this matter. 
I think this is a normal function, but I do believe you have to have the 
people emacs and get these things working that way. 

Mr. Preston. I do not understand how you can talk about savings 
in one breath and then talk about 59 new positions in the next breath. 
If we are talking about the subject of savings, you should not talk 
about the need for more people and more jobs. We are in the savings 
business. ep are not in the fattening business. These are tough 
times. We auctioning off Government bonds at the highest rate 
of interest in aie history of the country. We are not in the mood to 
increase the number of jobs. This budget indicates you are request- 
ing 1,070 new positions. 

Mr. Moore. That is correct. If properly handled, these 1,070 people, 
in our opinion, will give us a better economy, more opportunity of sav- 
ings and tax returns. 

Mr. Preston. If I were to hire another cook in my kitchen, I guar- 
antee you I could make and effect a savings by having that cook check 
on the one I already had to see that she did not carry out a pan of this 
or that. But at the same time, I would be paying that extra cook an- 
other salary. So, there is no end to that. In other words, hire Bill to 
watch Joe and John to watch Bill. 

Mr. Moore. No, sir. These people are hired to produce a program 
which will effect ively produce economies. 


NEW POSITIONS FOR OFFICE OF BUDGET MANAGEMENT 


Mr. Presron. I want Mr. Nielson to talk about these 20 positions 
which he has requested of high rankers. There is no one in here of a 
low grade, except a GS-4 and one GS-7. Everyone else is from a 
GS-11 and above. 

Tell us about this, Mr. Nielson. 

Mr. Nretson. Mr. Chairman, concerning the request which we made 
here for the Office of Budget Management this is a program which is 
not something new to the Federal Government. It is something new 
= the Department of Commerce. These programs which we want to 

‘arry out would warrant people of this caliber. These will be people 
a will be dealing with all the bureaus of the Department, all of the 
programs of the Department, the operations of the Department, all 
the finances of the Department, and they must be people who have 
competency in the field of administrative management and finance. 

We have felt that over a period of time by having this type of an 
operation, it would effect some overall savings to the Government. 
This is our only particular interest and goal. I have no other in- 
terest in this except to see that we have a top, efficient operation. This 
type of a group is already in a number of the other agencies. The 
C ongress itself has recognized and has authorized this same program 
in agencies at the top level in order to keep a constant watch and look- 
see on what. is developing within these departments. 
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The Department of Commerce has somewhere in the neighborhood 
of 600 installations. Making even an inspection of those installations 
we fee] is to the advantage of the Commerce Department. 

Mr. Preston. You have dealt with it in generalities this far, and 
we understand what you are aiming at. If this is so vital, why have 
you not proposed it before ? 

Mr. Nrevson. Mr. Chairman, I will say this has been discussed a 
number of times but there were other program considerations and 
it was not included. 

Mr. Preston. Not approved / 

Mr. Nrevson. That is right. 

Mr. Preston. Were they "offic ially requested ¢ 

Mr. Moore. Yes, sir. 

Mr. Nretson. I think we have requested it on two or three occasions. 

Mr. Preston. Who turned them down ? 

Mr. Nierson. In terms of just this type of a program, Mr. Chair- 
man, I want to say that some portion of this was denied within the 
Department and some portion by the Bureau of the Budget. 

Mr. Preston. Some of it was turned down by the Bureau of the 
Budget, and some of it was turned down by the Department: is that 

right ? 

“Mr. Nierson. That is right, sir. 

Mr. Preston. That leaves us fairly confused as to who vetoed it. 

Mr. Nretson. Yes, sir. 

Mr. Preston. These people will be working for you, Mr. Nielson ? 

Mr. Nietson. That is correct, Mr. Chairman. 

Mr. Preston. And reporting directly to you and you in turn will 
report to Mr. Moore? 

Mr. Nrerson. That is correct. 

Mr. Preston. How many people do you have at the moment? 

Mr. Nretson. I have in the Office of Budget and Management it- 
self about 26 people. That is a small management staff, an adminis- 
trative coordination staff, about four or five technical budget people, 
and an assistant, plus our secretaries. In addition, there is an Ac- 
counting Operations Branch which services the Office of the Secre- 
tary, the BFC, the BDSA, and others. 

Mr. Preston. Are they within those agencies that you were talking 
about, or outside of them? 

Mr. Nietson. They are outside of those agencies. 

Mr. Preston. That is under “General administration”? 

Mr. Nretson. That is right. 

Mr. Moore. And report to Mr. Nielson. 

Mr. Preston. How many of those do you have? 

Mr. Nretson. Eighteen, Mr. Chairman, in the Accounting Branch. 

Mr. Preston. You said 48 or 46 of the others 

Mr. Nretson. Twenty-six. 

Mr. Preston. Twenty-six? 

Mr. Nretson. That is right. 





Mr. Preston. Is there anything further which you want to tell us 
about ? 

Mr. Nretson. No. In terms.of the number of people that is the 
extent of the request. 
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Mr. Preston. Would any of the people filling the 20 positions you 
seek be doing the same work which is currently being done in the 
Office of Budget t and Management ? 

Mr. Nretson. No,sir. This particular group will be making audits, 
inspections, and surveys in the field, and will also be doing that same 
general type of thing—depending on time—in the W ashington area. 

Mr. Preston. According to your answer, then, you have not been 
doing any field audits or ‘Inspections with the 26 you now have? 

Mr. Nretson. I must have had one man at a time out on, say, a few 
trips this last year. I took one trip myself in the field. 

Mr. Preston. How have you known what has been going on in these 
600-odd instances ? 

Mr. Nretson. That is one of the major problems about which we are 
concerned. 

Mr. Preston. It strikes me that you have not been concerned about 
it a long time ago. Now, you say here are 20 men who are going to 
do something entirely new along the line of inspections and audits 
in the field. You represent the Office of Budget and Management 
and you come before the committee to tell us about these problems. 

Mr. Niexson. That is right. 

Mr. Preston. You are “supposed to screen out improper requests 
before they reach the Bureau of the Budget and before they reach the 
Congress. If you have not been conducting any field audits and in- 
spec tions, I do not know how you have been competent to do this 

Mr. Nretson. Mr. Chairman, we have in the Office a man assigned— 
one man, let us say—on the Maritime Administration, and it is im- 
possible for him to cover the field installations of the Maritime Ad- 
ministration as well as carry on his other activities that he has to do 
in the Office with respect. to this. 

Mr. Preston. I rather think that your bureau functions have been 
pagans rather than management. 

Mr. Nretson. There is no question —— 

Mr. Moore. I do not think there is any question about that. 

Mr. Nrexson. This 1 is the thing that has been uppermost in, shall 
we say, everyone’s mind over the past few years, and this is one reason 
we want to begin to concentrate more on this other program. 

Mr. Preston. I am curious to know, Mr. Nielson, just who would 
get these 16 high-paying jobs. Would these people come from within 
the Department of Commerce or would they come from without ? 

Mr. Nretson. Mr. Chairman, we would select the most competent 
people we could find to do these particular jobs. They would be 
under the civil service rules and regulations. 

Mr. Preston. Mr. Neilson, let us talk frankly about this a little bit. 

How many Department of Commerce people would be promoted 
from GS-10’s, for instance, to GS-14’s and GS-15’s to fill these jobs? 

Mr. Nretson. Mr. Chairman, that is hard for me to answer at the 
moment, as to how many, or if any. I cannot say that we would 
promote anyone, 

Mr. Preston. Mr. Nielson, let me ask you this: Have you had any 
conversation with anyone in your Office about putting them in these 
jobs if Congress approves the request ? 

Mr. NrErson. No, sir. I have had two men working on this in my 
Office—on this program—and both of them are GS-15’s. You will 
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note that this is a GS-15 position here, and so I have not had any dis- 
cussion about it. 

Mr. Presron. It has been my experience that when you do a thing 
like this you wind up with a number of promotions in your own agency. 

Mr. Nietson. Mr. Chairman, I have seen this done many times at 
various places. 

Mr. Preston. And you have people of doubtful competency who 
will jump in grade, instead of going out and finding people who, as 
you said, have particular talents in this direction? 

Mr. Nietson. That is right. We have discussed this and we realize 
ourselves that in getting the people whom we feel have the compe- 
tence to do this job we are going to have to search to find them, so 
that the thing you mentioned really does not happen. 

Mr. Presron. lt really does not happen ? 

Mr. Moore. To see that it will not happen, Mr. Chairman. 

Mr. Preston. You said it “does not” or “will not” happen ? 

Mr. Nietson. That it will not happen. But I think you would also 
say, if you have competent people within the Department of Com- 
merce, those people should be given an opportunity. Whether they 
will ever be selected, I could not say at this time. 

Mr. Presron. I certainly have nothing against the people in the 
Department of Commerce, but experience has taught me that there is 
a system which operates in the Government whic h takes care of their 
own and does not always operate to the best interests of the Govern- 
ment when people are promoted, oftentimes on a friendship basis. 

Speaking of friendship, this is the sort of job that should require 
that a man not be friendly with the agency he is going to inspect. 

Mr. Moore. That is absolutely correct. 

Mr. Nretson. That is correct. 

Mr. Moore. And we want factual reports that will call a spade a 
spade. 

Mr. Nietson. That is one of the things that we particularly do not 
want—we feel we have to have someone who will be independent and 
exercise independent judgment and thinking in connection with this 
program. 

TRANSPORTATION STAFF 


Mr. Preston. On page 8 of the justifications under the heading, 
“Transportation staff,” it is stated that during the past year it has 
been necessary to add additional consultants and contractors to process 
the transportation study. 

How many in each category were added, and at what rates, and 
what was the total cost of the study? How was it financed? Num- 
ber one, how many in each category were added / 

Mr. Nretson. Mr. Chairman, in terms of the total number there 

ras a total of six positions authorized, in addition to the consultants. 
We had $100,000 made available for this study in our 1960 appropria- 
tion. 

Mr. Preston. Is that the end of the answer to the first question ? 

Mr. Nretson. Yes, sir. 

Mr. Preston. And at what rates? 

Mr. Nietson. Mr. Chairman, subject to verification of this, I think 
we have had some at a $50-per-day rate as consultants. I might say 
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that in addition we did enter into some contracts with some outside 
groups to furnish certain reports with respect to transportation. 

Mr. Preston. Was all that done within the $100,000 figure / 

Mr. Nietson. Yes, sir; within the amount appropriated and the 
amount transferred. 

Mr. Preston. How was this financed? Did we appropriate 
$100,000 last year for this, or was this transferred to you? 

Mr. Nretson. We initially started out with an amount from the 
President’s fund and then there was included $100,000 for this study. 

Mr. Preston. Appropriations / 

Mr. Nrevson. Yes, sir. 

Mr. Preston. Now, there is a request for 19 additional positions 
and related expenses for the transportation stadt 

What grade and salary are these positions! Do you have a chart 
showing that 4 

Mr. Nrevson. Mr. Chairman, the copy which I just handed you 
shows the grades and the number and the annual rate. 

Mr. Preston. How many positions are one authorized ¢ 

Mr. Moorr. In the Office of the Under Secretary of Transportation, 
17, I believe it is, sir. 

Mr. Nretson. We have 17 authorized. 

Mr. Preston. Mr. Secretary Allen, it would appear that you are 
going to double your staff during fiscal year 1961. TI think it would 
he well for you to comment on thi at a little bit. 

Mr. Auten. I am glad to hear you say that I am going to. 

Mr. Preston. I did not say we were. I said you were. 

Mr. Auten. Well, Mr. Chairman, there are several things I could 
say in the way of starting a discussion. I think the first one goes back 
to the Reorganization Act when the Division was set up. I think 
that was in 1950. That was a recognition of the fact that in the Gov- 
ernment there is no single place where tr ansportation policy is con- 
sidered and it would have been a good thing, I believe, had the Trans- 
portation Office been set up at that time so as to make a current and 
continuing survey of the Nation’s needs in transportation and the bal- 
ancing of the assistance that the Government has given to a variety 
of forms of transportation. However, it was not done. Then, some 
2 years ago apparently the need had become sufficiently urgent again 
that in the budget message a year ago the President ‘called for this 
study to be made. I learned later that in the original thinking which 
preceded that budget message there was the thought expressed by the 
Director of the Budget Bureau that there should be an augmented 
staff in this office, and I think it was contemplated when that original 
transfer was considered that. the work would be done within the Of- 
fice of the Under Secretary by an augmented staff of a current and 
continuing nature. However, that was not done for a variety of 
reasons. 

Now, we come up to a point of having a study accomplished at the 
expense of between $100,000 and $200, 000—closer to the latter figure 
by the time it is finished—which is an appraisal of the current prob- 
lems of the transportation facility and a projection of actions over the 
next, several years that will endeavor to bring us to a condition where 
we have a transportation facility sufficient for the needs of the coun- 
try, acting more on the philosophy of a free enterprise system than 
had been the case in the past. 
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In my Office we have at the moment five people who are devoting 
r 


their time to consideration of this problem. They are professional | 


people and one of them, Mr. Perrin, who sits here at the table with me, 


is the head of the staff that is endeavoring to do this work. We have 


one more who should be coming in within the next week or so. 
Mr. Perrin. That is right. 


Mr. AtLen. Well, it leaves us with two people devoting their at-} 


tention to land transportation, which is the Bureau of Public Roads, 


the railroads, and the transportation facilities that use the high- | 


ways generally. We are devoting our efforts to the field of air 
transportation and Maritime, the Weather Bureau, and the Coast 
and Geodetic Survey. 

When you look at the amount of money that is involved that these 


people are supposed to be watching for, particularly policy matters, [ 
the scope of the effort that is involved is so great that it just is not 


in the cards to have the policy review done by a competent staff with 
so few people. For example, we have two people now—one is, I 
think, a GS-15, and one is a GS-11—who are the policy review 
people for the whole Maritime operations and the whole of the 
Weather Bureau and the whole of the Coast and Geodetic Survey. 
Very frankly, they just do not get around. I do not think they have 
the time. I have no criticism of their effort, but I am pretty sure 
they are busy all the time and are anxious to do a good job, but I 
think there was an indication when I went in there that they knew 
a little bit more about Maritime than the other fields and very little 
about the Weather Bureau and its operations, but not enough about 
the Coast and Geodetic Survey. 

When you get into the field of land transportation you have $8 
billion or more appropriated for the Bureau of Public Roads, who 
are a very able and fine group, but there is no question that in their 
attitudes they have a feeling that roads are a great necessity and 
more of them should be improved. We have one man temporarily, 
and we will have two who are endeavoring to keep track of the pro- 
grams that involve that expenditure of money. 

In addition to watching public roads, there is the entire field of 
land transportation with the interplay of competition for public 
investment and the various forms of regulation. There is no one 
in Government, as far as I know, in the executive branch who tries to 
keep an overall look at the policy with regard to those things. 

In the field of air, with FAA having taken over the CAA activi- 
ties, we do have several remaining obligations which have to do with 
the field of air transportation. We have the constant struggle be- 
tween civil air and military air, which is also in competition with 
both sea and land transportation. FAA has no great interest in 
what happens to either sea or land. The military is looking at a 
variety of other programs as well as just transportation, as you 
know. 

So in the field of research and services generally that are rendered 
to transportation, we need someone down there who might have done 
this study without resorting to outside help, someone who would be 
sufficiently broad in experience and with a general approach toward 
transportation problems who could guide the research activities of this 
type of staff which should be put somewhere in Government. 
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We have three subjects which have a tremendous effect on transpor- 
tation facilities, which have to do, first, with the procurement by the 
Government. We have these constant squabbles, as it were, between 
people in the military as to whether there should be a procurement of 
civil or military service. We have the problem which has arisen in 
connection with the 50 percent cargo preference, where the Depart- 
ment of Agriculture in particular has i id a procurement policy that 
in their opinion was best for agriculture but others thought was not 
the best thing for transportation facilities. We have the use of re- 
duced rates on heavy bargains by the Government, the largest procurer 
of transportation in the country. There is no one in the Gover nment, 
except his small staff, whose job it is to see if the Government is mak- 
ing such a hard bargain the aa it is cutting down the facilities to the 
point that it is detrimental to the national system. 

We have the field of taxation, where the Government—as an exam- 
ple, in social security—imposes a tax on the people who drive highway 
vehicles, and their employers, which is different from the tax which is 
imposed on people who run railroads and their employees, with a dif- 
ferent burden being put on the two forms of transportation by the 
Government. 

Then you have the whole field of labor-management relationships 
which impose differing burdens on the various modes of transpor- 
tation. 

Those, I think, are the problems that arise on a high level which 
should be treated somewhere. I do think these things have to = 
treated, and sooner or later there must be a place in Government, 
the executive branch, and I think the Office of the Under Seiedtans 
for Transportation comes closer to the right place now than any other, 
but there must be ultimately some way in Government of placing this 
responsibility for the treating of transportation facilities and all modes 
of transportation. 

We have another phase which is involved in research, the amounts 
of government funds at all levels—State, Federal, and local—going 
into transportation facilities on the one hand supporting some modes; 
on the other, the properties that are owned by transportation facilities 
which have invested their own money and are being taxed by the 

various levels of government. 

So at the moment there is no really good appraisal of what is neces- 
sary to bring the various competing modes of transportation systems 
into a competitive situation where the one that offers the best service, 
at the most reasonable price, and meets the needs of the customers, 
will get the business. 

That is the overall purpose. When you break it down to whom do 
you need where, my judgment of the office is that it needs one man to 
direct the staff in the ordinary management of a staff of that size. It 
takes one man to look over and guide the research problems and prob- 
ably the services that are involved which are not strictly transporta- 
tion, such as the weather service, Coast and Geodetic, and several 
others. It takes two good men and one research man to staff the fields 
of land, sea, and air transportation. It probably would take one 
pretty good man on each of these fields of procurement, taxation, 
and labor-management. 
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In addition to this business of watching over the transportation 
facilities and framing the overall policy which should apply to trans- 
portation, generally, rather than mode by mode, we do have a need 
for a staff to answer the requests which come to us in great quantity 
on every piece of legislation which has to do with transportation, in 
response to the various congressional committees. 


TRANSPORTATION POLICY 


Mr. Presvon. Mr. Secretary, you are a policymaking activity, are 
you not 4 

Mr. ALLEN. Yes, sir. 

Mr. Presron. In relationship to the agencies under your general 
watch and care, you are policy, not management. 

Mr. AuitEN. You are right if you can draw the line, but I do not 
see where you draw it. 

Mr. Preston. What interests me is what happens when you estab- 
lish a policy. From what information I have about the transporta- 
tion picture in this country, the people who are making the policy 
for transportation—not your office but the regulatory agencies—are 
the tax people. What does happen when you make policy? Where 
does the policy go?’ Where is it implemented ¢ 

Mr. Auien. I think, from my standpoint, you are partially right 
and partially maybe there is another side to it. I think the reason 
they seem to make the policy comes from the fact that there is no one 
to present the point of view that. I mentioned as being necessary to be 
presented. I am not sure of this, but I thing we have done more 
from the office during the past year in making general policy declara- 
tions to congressional committees, sometimes in the face of opposing 
testimony by regulatory people or by the tax people, than may have 
been the case previously. I think there should be an agency in Gov- 
ernment which has that burden and is competent to do so. 

In the ICC field, as an example, I made two or three appearances 
where I made the statement that I thought the ICC should not be 
the regulatory body or agency to deal with the maritime problems, 
because I felt that the Federal Maritime Board knew more about the 
maritime problems, just as the ICC knew more about the land prob- 
lems, and if they were to decide a problem which had to do with both 
fields, they should have a joint board. I think the support which 
was given to that position helped quite a bit in resulting in ultimate 
changing of law to bring that into effect. That is an indication of 
what I mean. 

The other side of it, with all deference to the ICC, I think they 
are a regulatory board essentially. They rely on precedents, which 
is normal for any quasi-judicial type of procedure. There is no great 
inclination to vary from precedent if conditions change. I think the 
procedure of varying from precedent in the face of changing condi- 
tions is too slow. ICC started when there was a railroad monopoly 
in the carriage of intercity passengers and freight. The present 
situation is that the railroads are almost out of the passenger business 
on short haul, and have lost 40 or 50 percent of the intercity freight. 
But the precedents did not change to that extent and neither, so far 
as I know, has the ICC policy. At least.the railroads complain some- 
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what bitterly at times that they are not any more a monopoly. Maybe 
they are and maybe they are not, but who is to study the question and 
come up with the answer. 

Mr. Preston. Has anybody from your office since you have been 
Secretary or prior to your advent, to your knowledge, appeared before 
au regul: tory agency and testified as to what the policy of the Under 

Secretary's oflic ‘e was on any transportation matter / 

Mr. ALLEN. I do not know whether I can answer that directly. The 
Maritime Administrator appeared in an Interstate Commerce pro- 
ceeding, I believe, and when I appeared before a Senate committee on 
the subject, I think I included the statement that I thought it was a 
little undignified for a member of one regulatory agency to find him- 
self a suppliant before another regulatory board when in the field of 
knowledge and responsibility they should be about on an equal plane. 

Mr. Preston. That is true, but, unfortunately, under our setup that 
cannot exist, principally or notably with the proposition of maintain- 
ing competitive rail and water rates, a problem we are confronted with 
now, whether we are going to permit one to adopt destructive rates 
vis-a-vis the other. 

Mr. Auuen. That subject you have just mentioned is one of the 
basic subjec ts that should be under the consideration of someone above 
any specially interested group in Government. The matter of figuring 
out what the costs are, what the Federal investment should be, and 
whether the charges for the use of that investment are proper and 
sufficient or too burdensome, are all questions that I think should re- 
ceive consideration in Government by someone who has no special 
field in which to act. 


FUTURE SIZE OF TRANSPORTATION STAFF 


Mr. Presvon. Making policy is one thing, Mr. Secretary, but if 
that policy is not to be felt or implemented, that is another thing. I 
am just wondering, from the long-range v lewpoint, what you people 
are envisioning with reference to positions in this office. The Secre- 
tary of Commerce testified this morning that this increase of 19 rep- 
resented a very small percentage, although related to a very small 
degree to the report which is now being prepared and which will be 
submitted to the President shortly. If that is true, how many posi- 
tions in view of the report do you envision for the Office of Under 
Secretary / 

Mr. Auten. That is hard to answer in just those terms, because I do 
not envision any on account of the report. The report is putting for- 
ward in the document a statement of what the problems are and ac- 
tually what they have been all the time. It will take an augmented 
staff to bring about over a period of years the changes which seem 
advisable. But that is with or without the report. The changes 
should be made if they are logical and appropriate. There is nothing 
that ties to the report itself which would not have been equally neces- 
sary without the report. 

As I said a few minutes ago, I think it was originally envisioned 
that the staff should be sufficient a year or so ago to do this work, and 
from now on it should be continued as a matter for a career staff over 
a period of years. As you well know, the transportation problems 
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of the Nation do not stand still. They change with changing popu- 
lation, changing shifts, and changing trade, and there should be a 
place to appraise the trends and begin to work toward transportation 
facilities a few years hence as good 1 as the ones we have now or better. 
That is the type of thing which is lacking. 

Mr. Preston. So much for that. 


CONSULTANTS AND SUPERGRADES 


Please prepare for the record information relating to consultants 
and supergrades comparable to that appearing on pages 90 and 92 
of the fiscal 1960 hearings. 

Mr. Niexrson. I have that, Mr. Chairman, but, if it is all right with 
you, I will just place that in the record. 

Mr. Preston. Do you have it in sufficient numbers to pass out ? 

Mr. Nrevson. Not in sufficient numbers, but I will be happy to 
place it in the record. 

Mr. Presron. If any member wants to see it at the moment, it is 
available. 

(The information follows :) 


Paid consultants 





| | 
| Number of Man-days | Salary 
consultants 
































General Administration eae pap auaion tases 8 | 342 | $16, 811 
Bureau of the Census. -------- ee : ibis wate 12 159 | 4, 635 
Coast and Geodetic Survey -- ees ek 2 | 4 | 200 
Business and Defense Services Administration..._........-___| 11 | 340 | 13, 414 
Bureau of Public Roads eas ; “Ege 13 46 1, 945 
National Bureau of Standards_ ----- : weceea’ 36 | 704 29, 341 
Wester Dunei.... -.2<-..5...-. Bel ; 6 | 152 5, 143 
Taso en eee Sh dgens 8s | 1, 747 71, 489 
Consultants serving without compensation 
Number of | Man-days | Salary 
| consultants | 
eee es | es | 
RR CR ROR 2 nek cade nica bac baencnvcddanakice 112 | osteaials ueaasie ieee 
ROREe iN RPDADENO PUN WO. 5 cc dong soe wennconenackéusececce 245.25 peeez < 
Business and Defense Services Administration...........--.-- epee ee -| icin cexeaageee 
ccc tcitan tasadbenbeenceaecuakenaduninintaes | OT sScccacac cst. uch ee 
| | 
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Number of supergrades authorized (by bureau) as of Nov. 30, 1959 




















Total GS-18 GS-17 GS-16 
eres Ec INO, Bao ds ceo welders Skaicnbeness 18 1 s 9 
Office of International Trade Fairs__................--- Da hetacculte tO sere 
Business and Defense Services Administration. -~-.._.__- 25 1 6 18 
Office of Business Economics........................--- 2 Bie eicin eee 1 
URED OF CERO RNID os ois oboe sans bs casa caccencencann 7 1 3 3 
Defense Air Transportation Administration. .........-- ior oh Oe sce ccss 
Bureau of Foreign Commerce. ...................-.-..-- 6 1 1 4 
Maritime Administration ---_-_-- Sey ees 6 1 1 4 
IE PROG, 4. soc annwacnaae iti simak ada i hiaeasd i aiades ie 5 1 3 1 
Bureau of Public Roads.---_. Guha bbaaeeaet sbueencsaaee 2 1 4 17 
National Bureau of Standards--.._- ath basndesaedadaand 2 Rl co datan cialis 1 
Weather Bureau. -.---- Lele ee eee eee eos pane ; 6 1 1 4 
Independent boards: 
Air Coordinating Committee_....................-.- ls eee ae 1 
Federal Maritime Board-_-.......__.--- do eae iD cacedadecedinedaawedew on 1 
Government Patents Board...............00.-ccces | DD Ae ee ee ee 
ati epee eb o e S ie oh bee 104 rt) 29 65 





Note.—Excludes 1 GS-18, 1 GS-17, and 3 GS-16’s shown in “Participation in Century 21.’’ These 
positions are not subject to the Classification Act. 


Ungraded positions authorized by Classification Act of 1949, as amended (by Bureau) 


Number /|Annualsalary| Total salary 








Business and Defense Services Administration.._..........__- { | > i 7 
ones OINk LAGOS Bit VOF wai ck sinc. hikeinecdaiweeeenake } 1 |} 16, 500 16, 500 
PROEUEE D.COMCIIOCT ORION ic cb cnccicincon emuccmnmawcencadsacauss | 1 16, 500 16, 500 
) epee f 1} | 20, 000 | 20, 000 
DUPOell Of PUGNC ORGE Ss oe casicadsasceeecnnwnadasncses \ 11 | 17, 500 | 17, 500 
id | 1 | 17, 000 | 17, 000 
National Bureau of Standards. «. .....<.2..cescscsecucccsuces 4 | 16, 500 66, 000 
| 10 | 15, 000 150, 000 

Weathe vs if 1 16, 000 | 16, 000 
eather Bureau... .--.----.-----.---------+-------------+--=- i 1 | 15, 500 | 15, 500 
Total ; | 23 | 184, 500 | 369, 000 








! Ungraded positions authorized by sec. 303, Public Law 85-767, approved Aug. 27, 1958 (title 23, High- 
ways 


LEGISLATIVE LIAISON 


Mr. Preston. Secretary Moore, how many people are involved in 
legislative liaison under the Office of General Counsel ? 

Mr. Moorr. We have one man on the Senate side and one man on 
the House side. Then in our Department itself, many people are in- 
volved in the general activity of legislative liaison because of the 
many questions about legislation which we get from other depart- 
ments as well as from the Congress. 

Mr. Preston. How many do you have in the Department in addi- 
tion to these two people on the Hill ? 

Mr. Moore. There are two people, one on each side of the Congress. 

Mr. Preston. How many in legislative liaison altogether ? 

Mr. Moore. I do not think I have that broken down just like that. 

Mr. Nretson. Actually, Mr. Chairman, the two here and the Gen- 
eral Counsel and the Deputy General Counsel are the individuals 
who carry out the liaison on the legislative side of the Department. 
The appropriation matters are handled by Mr. Moore and myself. 

Mr. Bow. Do I understand the General Counsel’s Office is the only 
one which handles liaison other than Mr. Moore and Mr. Nielson ? 

Mr. Moore. And we only handle appropriations. 
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Mr. NIELSEN. That is correct. 

Mr. Bow. On page 15 under Office of Public Information, your 
justification states it also serves as liaison with Congress on public! 
information matters. So there you have, right on your next page| 
another space where your justifications themselves refer to liaison 
with Congress. | 

Mr. Nretson. Mr. Chairman, in the Public Information Office we 
have a Director a Deputy Director, and two or three news people whe 
are concerned with putting out our press releases and putting out 
other types of public information. In terms of liaison with the Con 
gress, in terms of speeches and that type of thing, or any public in. 
formation which the Congress wants, yes, this Office would supply 
certain eee 

Mr. Moore. I did not understand the question quite that way, Con- 
gressman Bow. I understood it to refer to legislation liaison. 

Mr. Bow. I thought it was liaison with the Congress. 

Mr. Preston. I used the term, “how many people were engaged in 
legislative liaison.” 

Mr. Bow. I thought “legislative liaison” meant liaison with the 
legislative branch of the Government. 

Mr. Preston. I think it does. 

Mr. Moore. That is a little different from my definition, and IT am 
Sorry. 

Mr. Bow. I thought they were trying to find a cute way out here, 

Mr. Moore. I was not trying to. 

Mr. Yates. Is there a distinction between the two? 

Mr. Moore. We have a distinction in our Department between leg- 
islative, appropriation, and all other liaison; quite a distinction. 

Mr. Yates. How many such distinctions are made? You have ap- 
propriations; you have legislative. Are there others? 

Mr. Moorr. The area of public information we do not think of in 
quite that way, as liaison. 

Mr. Nretson. Mr. Yates, if you or any member of the committee 
wanted certain information with respect to the Commerce Department, 
someone in your office may call our Director of Information and he 
would supply you that data. This could be classed as certain liaison 
with the Congress in supplying information, data, and that type of 
thing. 

Mr. Yares. How many people are engaged in liaison work ? 

Mr. Nrerson. In the strict sense, from our interpretation of legis- 
tive liaison, as I indicated earlier, we have two men actually physically 
located on the Hill, who are here most of the time on the House and 
Senate side, plus the General Counsel and the Deputy General 
Counsel 

Mr. Preston. In short, they are the two who have the title. 

Mr. Yates. I suppose under Mr. Nielson’s interpretation the whole 
Department is engaged in a nonstrict sense in legislative liaison work. 

Mr. Nrervson. No; I would not say the entire Department. 

Mr. Moore. I do think if you called up anybody, they would run 
right up to see you. id 
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OFFICE OF PUBLIC INFORMATION 


Mr. Preston. On page 15 of the justifications the following state- 
ment i Sree in support of your request for an additional "GS-15 
position and a secretary at GS-5 under the Office of Public Infor- 
matlon : 

Much of the factual information generated by the Department and its con- 
stituent agencies is generally not in a form which can be readily used by the 
business public, and the additional position would be used to select suitable 
materials in line with business growth programs and to translate them in a 
form suitable for public dissemination through the regularly established private 
media of communication. 

Just what is meant by this statement? Throughout the justifica- 
tion, programs are set out as furnishing material needed by the busi- 
giv rn 

Mr. Moore. I could say to you that much of this information and 
materi: al are so technical and in k anguage that actually needs to be 
translated for business and put out in publications. That is what they 
are try ing tO Say here. 

Mr. Nietson. I think we could go one step further, Mr. Chairman, 
in that there is a lot of statistical information, a lot of statistical 
tables that are prepared with respect to various types of business data. 
This is someone who would put all of this statistical data into a read- 
able form for business people. 

Mr. Presron. You mean one man and one secretary are going to do 
this / 

Mr. Moore. This would be very selective. It would have to be very 
selective. You could not take the volume of data and information 
that the Department puts out. 

Mr. Presron. It looks as if this is just strengthening your Office of 
Public Information. 

Mr. Moore. I think I would agree with that, because it certainly 
needs strengthening. We have so many calls for information. We 
have the largest sale of publications of any department in the Gov- 
ernment. 

Mr. Preston. That is not under this office. 

Mr. Moore. No, but much of it goes through the screening these 
people give it. 

Mr. Nretson. All of the information which the Department puts 
out in booklet form and which we collect and get is valuable, as you 
know, to the business community, and putting it into some form in 
which it can be interpreted with respect to economic growth definitely 
has its advantages. 

Mr. Presvon. I do not understand this. You have people all over 
the lot getting together pamphlets, documents, and information. 

Mr. Bow. Does this go to accuracy ¢ 

Mr. Nretson. No; I would not necessarily say this would go to 
accuracy. 


50435 —_60——_5 





64 


OFFICE OF SECURITY CONTROL 





. 


Mr. Preston. On page 17 of the justifications, the request is made | 


for one additional position in the Office of Security Control which “is 


critically needed for elimination of backlogs in an area where good, | 


sound, security practices are affected.” 

What are these backlogs / 

Mr. Moore. I do not like the word “security.” I would like to say 
“suitability” in many of these cases. We have so many various and 
sundry people whose backgrounds we are asked to check—trade mis- 
sions, all these oversea positions that we have with our trade fairs, 
to say nothing of the people that we get in the Department. When 
you get behind on that, everybody screams at you. You can process 
only so much paper at the present time. I think we have the figures 
down here somewhere. 

There are at present approximately 13,000 sensitive positions in the Depart- 
ment. Annual turnover of personnel in these positions due to reassignment, 
resignation, retirement, transfer, and so forth, results in the processing of ap- 
proximately 3,500 new requests for clearance annually. 

If my figures are right, this is almost 15 a day. 

Mr. Presron. You do not make these investigations yourself. 

Mr. Moore. We ask forthem. We have to send out to Civil Service 
and get their information. We gothrough all these other departments 
to get information on these people. 

Mr. Preston. Yes; but you do not conduct any investigation. 

Mr. Moore. Let’s not say we do not conduct any, because at times 
under certain circumstances we do conduct investigations. They are 
very small in number. But this is paperwork we are talking about, 
too. You have to have people to intelligently appraise the p: - 

Mr. Preston. How many people have you in that area now 

Mr. Moore. In that area now we have 13 

Mr. Preston. All together / 

Mr. Moore. All together. 

Mr. Preston. Of all types now, secretaries included ? 

Mr. Moore. That is right. Unfortunately, we lost two in this fiscal 
year. 

Mr. Preston. There is always somebody to replace those. 

Mr. Moore. No. 

Mr. Preston. Oh, yes. That is no problem. You can get some- 
body to replace them. 

How much of this work is done in the General Counsel's office ? 

Mr. Moore. We do not do any of this work in the General Counsel's 
office. 

Mr. Preston. None of the security work is done under the super- 
vision of the General Counsel ? 

Mr. Moore. No, sir. He may pass on it. He may see some of the 
final results. But he does not do the security work. 

Mr. Preston. To whom does the Office of Security Control report! 

Mir. Moore. It reports to me. 

Mr. Preston. — you anything to do with that, Mr. Nielson? 

Mr. Nretson. I do not have anything to do with it other than the 
amount of funds that are involved. 
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Mr. Moorr. We all get together in our meetings and we all have 
discussions. 

Mr. Nretson. Inthe strict sense of security ; no. 

Mr. Moore. He has his job and reports directly to me. 

Mr. Yarrs. What does the term “strict sense” mean, Mr. Nielson ? 
That isthe second time you have used it. 

Mr. Moore. ITabit. 

Mr. Nietson. Mr. Yates, in answer to your question, I think the 
term “security” probably has certain connotations. When the chair- 
man asked, “Do you have anything to do with security?” outside of 
my phase of the work with respect to the budget and the manage- 
ment side, we do not get into security. That was the reason for my 
answer. 

Mr. Yares. You used it in the strict sense. 

Mr. Nretson. That is right. 

Mr. Preston. IT notice on page 12 of the justifications you say, under 
the office of the General Counsel, that 
the office also supplies the legal advice and trial services with reference to 
personnel, loyalty, and security hearings. 

Mr. Moors. That is right, but that is after something is brought 
before them. 

(Ott the record.) 

Mr. Mici L. Would your security officer try to get that information 


Mr. ue, . Which bureau ? 

Mr. Micner. When you are talking about it in the strict security 
sense, 1S your security officer good enough to get the job done within 
the Department, or do you still have to call upon the Department 
of Justice, the FBI, for help ? 

Mr. Moorr. We are very fortunate in having as our two top men 
former FBI agents, and they can do most of this. They have such a 
close working arrangement through friendships, and so on, with 
the FBI that our men sometimes get assistance there. 

When we talk about the Office of Security Control, they also have 
the physical security of the entire Department, and that is one of the 
most important functions. 


OFFICE OF PERSONNEL MANAGEMENT 


Mr. Preston. On page 21 of the justifications, you comment about 
backlogs and deficiencies in level of performance in the Office of Per 
sonnel Management. You seek two additional positions. 

Mr. Moorr. Yes, sir: in rather low grades. 

Mr. Preston. What backlogs and deficiencies are you referring to 
there ? 

Mr. Moors. We lost three people there. There are promotion pro 
grams. Our suggestion programs we have always run through this 
particular office, our collections for charity are alw: avs run through 
this office, and also we have a tremendous lot of paperwork which has 
to be worked all the time, bringing together all annual ratings. Every 
time we have promotions made, the vy have to be checked through this 
office. They really are behind, because they haven’t enough hours 
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in the day to push these papers around; and we have cut down the | 
number of papers also. 

Mr. Preston. This language is peculiar. You say levels of per- | 
formance. I always thought that meant how much work an indi- : bast 


vidual was doing. \ 
Mr. Moore. Yes; it does. thir 
Mr. Preston. You say it is due to insufficient staff. cor} 
Mr. Moore. Yes. M 
Mr. Preston. If you have insufficient staff, it would seem the level | M 
of performance would be much higher. oac 
Mr. Moore. Not necessarily well done. an | 
Mr. Preston. Have you any questions at this point ? com 
Mr. Bow. On general administration ? OM 
Mr. Preston. Yes. side 
will 
OFFICE OF THE GENERAL COUNSEL i 
Mr. Bow. I notice in looking over last year’s hearings and looking M 
over the justifications for several years, we have not paid too muel mary 
attention or given too much consideration to the Office of General a shi 
Counsel, and I think some questions should be asked about it. 1 M 
notice in last vear’s hearings we simply brushed it over. h 
Looking over the justifications, it seems that they follow a pretty In 
general pattern each year, with about the same language. pron 
Part of this says that the work of the General Counsel is field: 
The preparation of reports in response to congressional committees and Bureau are | 
of the Budget requests for comments on legislation not originating in the De- V 
partment will receive increasing attention in the fiscal year under consideration. anti 
How many reports were made to the Congress last year by this eral 
division, and to what committees of Congress were they made? is t] 
Mr. Moore. May we supply that for the record, Mr. Congressman! | into 
(The wformation follows:) M 
During @@®al year 1959, the Office of the General Counsel replied to 767 re f 
quests for comment on proposed bills. Principal committees to whom these re 
plies were made include: atfec 
HOUSE OF REPRESENTATIVES vari 
Merchant Marine and Fisheries. whe 
Interstate and Foreign Commerce. have 
Ways and Means. M 
Banking and Currency. 
Public Works. Ins 
Post Office and Civil Service. mote 
Government Operations. of bu 
SENATE W 
Interstate and Foreign Commerce. In th 
Finance. M 
Public Works. affec 
sanking and Currency. a 
Post Office and Civil Service. or \ 
Judiciary. sug 
Government Operations. M 
* Mr. Bow. What is the justification for the language that there will hed 
bé@increasing attention in the fiscal year now under consideration for M 
these reports to the Congress? M 
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Mr. sag Mr. Nielson, could I say that is a guess. 

Mr. Nieison. I think the reason the statement in there is primarily 
based—— 

Mr. Bow. It is just a duplicate of last year ‘sstatement. It is some- 
thing they have now got in the h: ibit of pr inting up each year, is that 
correct, in anticipation there will be an increase each year ¢ 

Mr. Moore. I think there has been, where programs recur. 

Mr. Nretson. Mr. Bow, that statement is made in terms of work- 
load, for which we supplied the statistics, because there is no doubt 
an inerease in the number of bills which the Department is asked to 
comment on. 

Mr. Bow. In preparing these justifications, did you take into con- 
sideration the fact that the present session of Congress undoubtedly 
will ane much earlier than the one did last year ¢ 

Mr. Nrevson. I cannot say that that was taken into consideration. 

Mr. Bow. Or did you just copy the language of last year ¢ 

Mr. Moore. It looks like we copied the language of last year, but 
may I say I think we did take into consideration that this would be 
a shorter period. We all felt it would be. 

Mr. Bow. Actually, the two statements are about the same. 

In the last paragraph : 

Insofar as it is in the purview of the Department's responsibility to foster, 
promote and develop our Nation’s commerce and industry, legal phases in the 
fields of business law, such as those relating to antitrust laws 
are considered. 

What action does the counsel in the Commerce Department take on 
antitrust laws when we have a whole division in the Attorney Gen- 
eral’s Office in the De -partinent of Justice on antitrust laws? What 
is the purpose of the counsel in the Department of Commerce going 
into ~ antitrust laws? 

Mr. Moorr. Where is that ? 

Mr. Bow. The bottom of page 12, the last paragraph. 

Mr. Moore. Our Department looks at that strictly from the way it 
affects commerce. I think we should by all means comment on these 
various pieces of legislation and reports in those area I do not know 
where e Ise they would be looked at with the type re vie iewpoint that we 
have, 

Mr. Bow (reading) : 

Insofar as it is in the purview of the Department’s responsibility to foster, pro- 
mote, and develop our Nation's commerce and industry, legal phases in the fields 
of business law, such as those relating to antitrust laws * * *, 

What has the Office of the General Counsel done in the antitrust. field 
in the last year / 

Mr. Moore. I will supply that, but I say that on legislation which 
affects those areas copies are sent to us from the Bureau of the Budget 
for our comment, and our legal counsel comments on these bills or 
suggested legislation before it is released to the Congress. 

Mr. Bow. That is in another part of the justifications where it says 
he does that ? 

Mr. Moore. He does that. 

_ Mr. Bow. Then this is a duplication of the other portion of your 
Justineation, 
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Mr. Moore. This is within that purview, too. In other words, com- 
merce, maritime. 

Mr. Bow. It also refers to labor-management relations. We havea 
Department of Labor which is doing that sort of thing. 

Mr. Moore. That is correct. 

Mr. Bow. What does he do in this field ¢ 

Mr. Moore. The same thing as it affects business, industry, maritime, 
and so forth, which comes under our Department. 

Mr. Bow. And does the Patent Office have any lawyers down there? 

Mr. Moore. Indeed they do. 

Mr. Bow. What is he doing in the field of patent law ? 

Mr. Moore. As it applies | to commerce and industry. 

Mr. Bow. I would like to have a complete statement on that. It 
seems to me you have a duplication here of areas where we have depart- 
ments far better able to handle these matters than a small office down 
inthe Department of Commerce. 

Mr. Moore. We comment on them. 


PERSONNEL IN OFFICE OF GENERAL COUNSEL 


Mr. Bow. How many are in the General Counsel’s Office now! 
Thirty-nine? 

Mr. Nretson. Thirty-nine positions. 

Mr. Moorr. We have 39, ves. 

Mr. Bow. How many are lawyers? 

Mr. Moorr. I do not have that broken down. Do you have that, 
Mr. Nielson ? 

Mr. Nrevson. Yes: I havea breakdown on that. 

Mr. Rooney. You must have the justifications there, Mr. Nielson. 

Mr. Nretson. Yes, sir: and I think I have the number. 

Mr. Chairman, I will have to supply that to you for the record. I 


have just the listing of what is in the legal side, not broken down by 
a 


Mr. Bow. Furnish us the number of lawyers you have and who the 
other people are and what they do and their grades. 
(The information follows :) 


OFFICE OF THE GENERAL COUNSEL 


1 General Counsel, $19,000 
1 confidential ee GS-11. 
1 secretary, GS—- 
1 special assists oe (attorney), GS-15. 
1 secretary, GS-6. 
1 Deputy General Counsel, GS-17. 
1 attorney, GS-14. 
1 administrative assistant, GS-9. 
1 Assistant General Counsel (International Affairs), GS-16. 
3 attorney, GS-14. 
1 attorney, GS-13. 
1 attorney, GS-11. 
1 secretary, GS-7. 
1 secretary, GS-6. 
4 secretary, GS-5. 
1 Assistant General Counsel (Transportation), GS 16. 
1 attorney, GS-14. 
1 secretary, GS-7. 
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1 Assistant General Counsel (Domestic Affairs) , GS-16. 
2 attorney, GS-15. 
1 attorney, GS-14. 
attorney, GS-13. 
secretary, GS-7. 
secretary, GS-6. 
1 secretary, GS—5. 
1 Assistant General Counsel (General Legal), GS-16. 
1 clerk, GS-6 
Legislation 
1 attorney, GS-12. 
2 liaison officer, GS-14. 
1 clerk, GS-9. 
1 secretary, GS 
1 secretary, GS-5 


— RS 


(Norr.—In response to request of Mr. Bow, appearing on p. 233, the following 
was submitted for inclusion at this point in the record.) 


Legal staffing 











Fiscal year 1960 Fiscal year 1961 
Bureau or office Number | Num- | | Esti- | Number | Num- | Esti- 
of ber of | Total; mated | of | ber of | Total! mated 
attorneys| other | Obliga- | attorneys! other obliga- 
tions | tions 
pica tant sciatic scape see sseil = 
| | | | 
General Administration - 19 20 39 | $408, 630 23 | 20 | 43 | $438, 535 
Business and Defense Services | | | 
Administration 1 | 2) 18,000 4 1} 2 | 18, 000 
Patent Office 10 10 | 20 } 200, 200 | 10 | 10} 20] 201,000 
Maritime Activities ? 35 32 | 67 | 529, 657 | 37 | 33 70 544, 430 
Bureau of Public Roads 3 23 21} 44] =o } 25 22) 47 440, 000 
National Bureau of Standards-__. 2 | 3 | 5 50, 735 | 2 | | 5 | §1, 77 
Total...... 90 87 | 177 |1,614, 222 | 98 89 | 187 | 1,693, 740 


LAWYERS IN BUREAU OF PUBLIC ROADS 


Mr. Bow. Does the Bureau of Public Roads have any lawyers at- 
tached tothe Bureau? 

Mr. Moore. Yes, sir. 

Mr. Bow. Are they out of the General Counsel’s Office or are they 
assigned separately to the Bureau of Public Roads? 

Mr. Nretson. They are assigned separately to the Bureau of Public 
Roads. 

Mr. Bow. Then why do we have administration of the Federal High- 
way Act by the Bureau of Public Roads together with the problems 
arising from the trust fund as a part of the justification for the Gen- 
eral Counsel’s Office ? 

Mr. Nrevson. Mr. Chairman, in connection with that, any legal prob- 
lems with respect. to roads legislation are submitted and reviewed by 
the Department, including the General Counsel’s Office, and are con- 
sidered for policy consideration by the Under Secretary and the 
Sec retary. 

Mr. Bow. That is not what your justification says. Your justifi- 
cation says: 

Administration of the Federal Highway Act by the Bureau of Public Roads, 
together with problems arising from the highway trust fund, will continue 
to entail much legal work. 
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That does not say anything about legislation. It says the adminis- 
tration of that fund. You do have lawyers in the Bureau for that. 
What do these people dof Are we to understand from the way you 
are trying to lead us that the only thing that this General Counsel’s 
Office is concerned with is legislation which affects these things? Are 
your justifications wrong or are we being led astray here ¢ 

Mr. Nietson. Not just with legislation, but ‘there may be other 
problems of a legal nature which come up regarding the entire high- 
way program on which Public Roads consults with our legal group. 

Mr. Presron. In other words, it takes two sets of lawyers to deal 
with road problems. 

Mr. Auten. That is really quite true. In the big argument a year 
ago on the highway program, a good part of the argument was as 
to the congressional intent with regard to using funds in the urban 
areas. Public Roads came up with a position that was largely the 
position of the State highway people and the Public Roads Depart- 
ment. That was contr: ry, in part, to the appr: uisal of the legislative 
history in the Office of General Counsel, on whose advice the Secre- 
tary ultimately had to make the decisions involved. 

Mr. Bow. Several gentlemen on this committee also sit on another 
subcommittee which makes appropriations for the Department of 
Justice, which I always understood was the legal adviser to depart- 
ments and had that responsibility. Here we are ac tually getting three 
sets of lawyers. 

Mr. Auten. There is a similar situation there, the same contro- 
versy between the Judiciary Committee of the House and the Mer- 
chant Marine Committee of the House on the conference system for 
setting rates on merchant marine. I think they are completely con- 
trary in theirapproaches. 

Mr. Preston. You left out the General Accounting Office lawyers, 
Mr. Bow. 

Mr. Auien. I think there are a few over at the Bureau of the 
Budget, if I am not mistaken. 


EXPORT CONTROL 


Mr. Bow. This language interests me, too. It says: 

Many and often swiftly changing policies 
this has nothing to do with legislation, but policies— 
regulations and procedures 
I assume that is within the Department itself 
are required to carry out this law, and a large amount of the legal time is 
utilized in advising and assisting the Bureau and other Government officials 
and the business community with respect to their drafting and interpretation. 

So the business community's lawyers also come into this. 

Mr. Moore. That refers tothe E xport Control Act 

Mr. Bow. Yes? In what manner? 

Mr. Moore. That isa rapidly changing picture. 

Mr. Bow. But you are now advising also the business community; 
is that correct ¢ 

Mr. Moore. | think that you almost have to when they come in 
and ask you questions about the E xport Control Act. 
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Mr. Bow. I just wanted to get your views on it. 


This is the best one of all. This just about cleans it up, but not 
quite. 

A substantial amount of time and effort also has been devoted to preparation 
of material for investigating committees of Congress. This Office desires to 
maintain staff appropriate for these services so as to provide the best possible 
cooperation with and assistance to the Congress. 


That is commendable. 
ACTIVITIES OF OFFICE OF SECURITY CONTROL 


Would you submit for the record a report on the activities of the 
Ofiice of Security Control for the last year ? 

Mr. Moor, Yes. 

(The information follows:) 


SECURITY CONTROL OFFICE 


Under the Department’s personnel security program, the Security Control 
Office receives from the Civil Service Commission the results of processing of 
the cases of Commerce employees and applicants under Executive Order 10450, 
which prescribes security requirements for employment in the executive branch. 
The data furnished by the Commission include investigative reports of yarious 
types, results of written checks and inquiries, and records of proceedings of 
former loyalty programs, 

Each case received must be logged in, checked for the existence of a file 
relating to the individual. and then reviewed and evaluated for appropriate 
action, In all cases where review of the investigative material forwarded dis- 
closes that no derogatory information was developed, the interested personnel 
office is notified by memorandum, for inclusion in the individual’s personnel 
file, of the completion of satisfactory processing under Executive Order 10450, 
and where the position involved is sensitive. that is, requiring the incumbent to 
have access to defense classified material or restricted areas, the unit security 
Officer is notified in writing by the issuance of security clearance. 

In both sensitive and nonsensitive cases where the investigation has developed 
derogatory information of a suitability nature, the complete investigative file 
or a summarization of the derogatory information (if summarization is felt 
advisable) is forwarded to the interested personnel office for suitability evalua- 
tion and return to the Security Control Office with a report of either action rec- 
ommended or action taken. When such advice is received, and the file contains 
no subversive-type information, determination is made in sensitive job cases 
as to the advisability of granting security clearance. If the decision is favorable 
to the employee, the interested personnel office is then given written notification 
for inclusion in the personnel file of the completion of satisfactory processing 
under section 3(b) of Executive Order 10450. 

If the investigative reports in sensitive job cases contain information of a 
security or subversive nature, as well as suitability information, the file is re- 
viewed in light of all of the questionable or adverse information, and if the 
personnel office has recommended action favorable to the individual, a decision 
is then made by the Security Control Office as to whether he can be granted 
security clearance. If the decision is in favor of the applicant or employee, the 
personnel office is notified in writing of the satisfactory completion of security 
processing and the appropriate unit security officer is given written notification of 
the issuance of security clearance. If a decision is reached that it would be 
inadvisable to assign the individual to a sensitive position, the personnel office 
is notified that he is not eligible to occupy such a position. As required, written 
hotification of the disposition of cases adjudicated under Executive Order 10450 
is furnished to the Civil Service Commission. 

During fiscal year 1959 the Security Control Office received the results of 
security processing in 3,145 sensitive job-type cases. During the same period we 
received the results of security processing in 6,270 nonsensitive job-type cases. 

In addition to the above, where it is ascertained that an individual was the 
subject of an investigation some years ago, supplementary investigation is made 
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t 
to bring the file up to date. In this manner, the Security Control Office saves the f 
Department the cost of such an investigation being conducted by the Civil Service | 
Comniission, the average cost of which was $339. The Office also handles investi- 

gation of applicants for the national defense executive reserve, contract 1 
ployees, and employees of contractors performing classified work for the De 
partment. These investigations consist of national agency checks and written 
inquiries to former employers, character and credit references, educational insti- 
tutions, and law enforcement agencies in localities where the individual may 
have resided. During fiscal 1959 the Office prepared and sent out a total of 8,999 


written inquiries in these types of cases; 8,944 replies were received which were ff 


reviewed and evaluated to determine action. 

During fiscal year 1959, the Physical and Documentary Security Division super. 
vised the enforcement of policies and procedures with respect to physical security J 
and the safeguarding of classified documents, information, and material as re 
quired by Executive Order 10501. 

The Division also conducted investigations of reports of security violations 
and of lost or misplaced security documents; supervised and controlled the issu- 
ance of messenger identification cards; and maintained liaison with building 
guards concerning security problems arising in Commerce buildings. 

In addition, the Division conducted tests of the adequacy of internal security | 
of the Department; enforced regulations in connection with the protection of re 
stricted areas and buildings during security hours, including the control of 
visitors to these areas and classified conferences. It prepared and forwarded 


oe RE ETE 


to the Emergency Relocation Center essential security records for the Office and 


assumed full security responsibility for all activities in connection with the emer- 
gency relocation program of the Department. The Division carried out a pro- 
gram for retirement and destruction of records of the Security Control Office 
which included the retirement, destruction, or the return of investigative mate 
rial and reports to the Civil Service Commission in 7,199 cases. 

Exclusive of the investigative material received and processed, the Security 
Control Office in carrying out its responsibilities received 21,720 pieces of cor- 
respondence and originated and forwarded 258,270 during fiscal year 1959. 

-articipation in interdepartmental and intradepartmenta! committee meet: 
ings is a time-consuming assignment. For instance, representation of the De 
partment on three subcommittees of the Interdepartmental Committee on Internal 
Security, a working group under the National Security Council, involved attend- 
ance at 40 meetings and expenditure of approximately 240 man-hours in prepa- 
ration or actual attendance in fiscal 1959. 

Another program handled by the Office involves making security certifications 
for Commerce employees traveling abroad on departmental business and for 
nonemployees selected to perform foreign travel under the auspices or sponsor- 
ship of the Department. Research associates and guest workers—persons who 
are not employees of the Department but who are assigned or permitted to work 
for a period of time in Commerce facilities—are also checked to insure that it is 
in the best interests of the Government that they be permitted to utilize Com- 
merce space and equipment. Additionally, the Security Control Office from time 
to time is requested by the Office of the Secretary and the heads of the various 
bureaus within the Department to conduct specialized investigations, particularly 
of an administrative nature, it being noted that Commerce does not have an 


office of investigations or equivalent. 

Mr. Bow. The chairman has gone into the question of the 20 posi- 
tions for Mr. Nielson’s staff. I joined with the chairman in wondering 
why this has come up for the first time. I think it should be pointed 
out that one of the justifications for this was that it was recommended 
by the first Hoover Commission, which was a good many years ago. 
This is the first we have had a chance to look at it. 


AGENCY INSPECTION STAFF 


Here we have the Agency Inspection Staff. Do you handle that! 
Mr. Moore. I handle that. 
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Mr. Bow (reading) 

The Agency Inspection Staff is responsible for implementing a program to 
strengthen and maintain the confidence of the public and the business com- 
munity in the Department by oy ymoting and maintaining the highest standards 
of official conduct and ethics of officers and employees in the execution of the 
Department’s program. 

Now tell me what they do. 

Mr. Moore. We h: id a lot of pubhie ity 2Or oS years ago on conflict 
of interest, and so forth. We decided we would have at least to 
educate the people 3 in the Department of Commerce as to where these 
conflicts came in and what caused them. We have been doing this 
with one man and a girl actually and knocking on wood, as it were, 
we have not had any problem so far and we could have had many, 
many proble ms in this area. This man has done a remarkable job. 

Mr. Bow. One man is doing this work? 

Mr. Moore. Yes. Also he is doing some other work, but he gets 
around and it is a matter of communication and understanding. I 
believe that is the proper way to approach this conflict of interest 
matter. 

Mr. Bow. You feel he has done a good job? 

Mr. Moore. Absolutely. 

Mr. Bow. Many of these things have been overlooked. 

Mr. Yates. What do you refer to, Mr. Bow? 

Mr. Bow. Page 25, “Agency Inspection Staff.” 


OFFICE OF ADMINISTRATIVE OPERATIONS 


On page 28 under “Office of Administrative Operations,” one prop- 
erty and communications officer for work in the Communications 
Branch and to assist with necessary programs related to space and 
property management and to the President’s Committees on Govern- 
ment Contracts and Government Employment Policy. 

Mr. Moore. Yes, sir. 

Mr. Bow. How much time is there on that ? 

Mr. Moore. Quite a little time on the last two items unfortunately. 
If we have compl: unts from either the President’s Committees on 
Government Contracts or the Government Employment Policy it 
usually takes hours and hours and days to work up the background 
and submit it. Then usually at the end of this I have a call from 
some of that staff, or even some of the Committee, on the same thing. 
This is one of the most difficult areas we have. 

Mr. Bow. What do they actually dof What does the job involve? 

Mr. Moorr. You mean working out these details? 

Mr. Bow. Yes. 

Mr. Moore. It usually starts with a complaint of some kind that 
a man has been discriminated against. That is a very easy thing 
to say and it is hard to prove either way. 

Mr. Bow. Is this the same man who takes care of the space and 
property management ¢ 

Mr. Moorr. What we have done in this area is this: We have been 
forced to juggle jobs and fit in people to do the best we can. We are 
lacking in help in the space area, also, because of some of the moves 
that have been made. We have a real space problem. 
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Also you will note here we have asked for additional help for 
moves Where we have had to go on the outside and hire people why 
help us move when we move offices. 


Mr. Bow. How about this one you have in D, two laborers to 


handle space moves ? 

Mr. Moorr. We have had to go outside to hire help for some of the 
space moves and it has been very expensive. 

Mr. Bow. These two men will do it ? 

Mr. Moore. Yes. 

Mr. Bow. Will they be occupied ¢ 

Mr. Moore. Full time, I am sure. 


LIBRARY STAFF 


Mr. Bow. You ask for a cataloger in the library. How many em- 
ployees have you in the library now and what are their classifications! 

Mr. Moore. I do not have that. 

Mr. Bow. How many employees have you in the library now? 

Mr. Moore. I have that total. This is an area where we have 
been undermanned ever since I have been in the Department in m 
opinion. 

Mr. Nrevson. We haven't it broken down. We will have to suppl 
it. 

Mr. Bow. Break down the number of employees and put thei 
grades in. 

(The information follows:) 
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Mr. Bow. Under major accomplishments on page 29 to this Office of | 
Administrative Operation I find inventory controls. One of the major | 


accomplishments during the year was putting into operation a type- 
writer preventive maintenance program. You said that was done in 
July of 1958, so you take credit again this year for it. 

You speak of the installation of supermarket self-service supplies. 
I think that was done prior to the last fiseal year. 

Mr. Moore. I do not think it was, Mr. Bow. 

Mr. Presron. I hi ave heard that before. 

Mr. Moore. Perhaps you heard of our plans but it isan accomplished 
fact now and it is working very well. 

I invite you to come to see it because it is something that should be 
done in many departments. 

Mr. Presron. I would like to see it. 


SAFETY AND MOTOR VEHICLE MANAGEMENT 


Mr. Bow. On page 31: 


The Safety and Motor Vehicle Management Division is responsible for 
departmentwide accident prevention and motor vehicle management programs. 
The Division provides technical and administrative direction to all bureaus in 
matters relating to the development and application of safety engineering tech- 
niques and motor fleet operating practices. 

How many motor vehicles and drivers do you have? 

Mr. Moorr. We have a tremendous number. I will supply those 
numbers. 

Mr. Nretson. Just within general administration ? 

Mr. Bow. I speak about the ones under the Safety and Motor Vehicle 
Management Division. 

Mr. Moorr. We have the entire Department under that. 

(The information follows:) 

The Department of Commerce is currently operating approximately 1,660 
motor vehicles, of which 409 are leased from GSA motor pools on an indefinite 
basis. The total number of persons who may drive these vehicles at some time 
during each year is estimated at 7,000. Less than 300 of this number are full- 
time drivers. The remainder are individuals who require the use of a Govern- 
ment vehicle as an incidental part of their duties. 


SAVINGS EFFECTED BY THE PROGRAM 


Mr. Bow. Break down how you figure you have saved three-quarters 


of a million dollars in direct and indirect savings in the safety 
program. 

Mr. Moorr. Yes. Weare very proud of the fact we won the safety 
award as compared to all other departments, too. 

(The information follows :) 


The figure of three-fourths of a million dollars cited represents the cumulative 
reductions effected since 1955 in the cost of nonfatal disabling injuries. In 1955, 
the year our current safety program was started, the direct medical, compensa- 
tion, and leave costs for all nonfatal disabling injuries in Commerce were 
$369,624, according to the Bureau of Employees’ Compensation. This cost 
declined in 1956 by $82,000, in 1957 by $80,000, and in 1958 by approximately 
$80,000, totaling $242,000 for the 3-year period. To this amount must be added 
reductions in indirect costs for this period which are calculated by the Depart- 
ment of Commerce to be double the direct savings or $484,000. The total of 
these two amounts is $776,000 which approximates the rounded figure of 
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three-fourths of a million dollars referred to on page 31 of the Department’s 
budget justification for “Salaries and expenses, general administration.” 

(The indirect costs are generally recognized to include time spent in investi- 
gations, replacing injured employees, loss of production by the injured and others, 
damaged equipment, training, and numerous other elements. ) 

The costs of fatal cases have been excluded from this computation since they 
are subject to wide chance fluctuation varying from a few hundred dollars to 
many thousands depending upon a variety of uncontrollable factors. Since the 
nonfatal disabling cases comprise over 99 percent of the total accident experience 
of the Department, it is believed that cost comparisons in this area give the most 
valid index of safety progress. 


NUMBER OF MOTOR VEHICLES AND OPERATORS 


Mr. Bow (reading) : 

In the field of motor fleet management, the Department in the past year 
pioneered the development of a new preventive maintenance program, completed 
testing and licensing of about 20,000 motor vehicle operators, and held fleet 
costs Well below the average for all civilian agencies. 

Are there over 20,000 motor vehicles ? 

Mr. Moorr. Operators, yes. 

Mr. Bow. Over 20,000 in the Commerce Department alone? 

Mr. Moore. I am sure that is right. We had tests, and so forth, 
on those. 

Mr. Preston. That is unbelievable. 

Mr. Moorr. All the Weather Bureau people drive automobiles. 

Mr. Bow. Over 20,000 drivers 4 

Mr. Moore. Those are operators. 

Mr. Yarrs. Off the record. 

(Discussion held off the record.) 

Mr. Presron. I did not think you had 20,000 people in your entire 
Department. 

Mr. Moore. We have over 30,000. 

Mr. Presron. You haven’t 20,000 motor vehicle operators, then ? 

Mr. Moorr. Most of these people drive. Many of them drive in 
their duties in their own private cars. 

Mr. Rooney. You test and license those people who run their own 
private cars ¢ 

Mr. Moore. When we pay them mileage. 

Mr. Rooney. You license and test them ? 

Mr. Moorr. We test them. What we have been trying to do is to 
try to get away from drivers who cause us trouble. 

When we won this prize, this referred to the year we had CAA in 
there partially, so you would have to give us about 60.000 bodies at 
that time. This was a calendar year. 

Mr. Presron. You show in the summary you have in the current 
year only 19,286 people permanently. 

Mr. Nretson. Paid from direct appropriations, Mr. Chairman. 

Mr. Yares. I misunderstood the distinction. The Commerce De- 
partment budget in brief shows 19,286 employees. 

Mr. Nretson. That is correct. 

Mr. Yares. How did you reconcile that with the statement you have 
20,000 or more motor vehicle operators ¢ 

(Nore.—The following was submitted in response to the question :) 

Slightly more than 2 years ago, when the Department of Commerce included 
the Civil Aeronautics Administration, a program for testing and licensing per- 
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sonnel who need to drive Government motor vehicles was initiated. The pro- 
gram implements the provisions of the Federal Property and Administrative 
Services Act under Public Law 766 of the 88d Congress, approved September 1, 
1954. As of June 30, 1959, approximately 20,000 employees had been tested 
and issued a U.S. Government motor vehicle operator's identification card. This 
included about 12,500 in the former CAA and slightly more than 7,000 in other 
bureaus of the Department of Commerce. Of the number tested, about 200 were 
full-time drivers; the remainder were employees who have need to operate a 
Government motor vehicle at times as an incidental part of their regular duties. 

It is planned to extend this program to employees who use their own vehicles 
for official business on a mileage basis since the Government also has a liability 
for injuries to employees under such circumstances. 

Mr. Moorr. We were working this on a calendar year when we had 
CAA there, when we won the prize. 

Mr. Yarrs. You have not had CAA for 2 years. 

Mr. Moorr. We just lost them. 

Mr. Yares. You did not have them for fiscal year 1960 because they 
became FAA for fiscal year 1960. 

Mr. Moore. Yes. Right now we are in fiscal year 1960, 

Mr. Yates. This is the justification for fiscal year 1961. 

Mr. Moore. But our justification, unfortunately does not make clear 
when we refer to having gotten the safety award—that it was for the 
calendar year 1958. 

Mr. Yates. That is not pointed out here. 

Mr. Moore. It should have been. That is the point I was making. 

Mr. Yares. Is this another example of the repetition Mr. Bow re- 
ferred to? 

Ir. Moorr. No, just boasting. 


MAINTENANCE COSTS OF MOTOR VEHICLES 


Mr. Bow. On page 31 you state you held fleet costs well below the 
average of civilian agencies. 

Mr. Moore. Yes. 

Mr. Bow. I wish you would give us that average and compare it 
with civilian agencies and then tell us how close you came to what you 
said in the justifications last year you would do where you sti ated a 
goal for a further reduction of 1 cent per mile in maintenance cost 
has been set. 

Did you meet the goal ? 

Mr. Moore. We will supply that information. 

Mr. Bow. Give us your maintenance cost for the last 3 years, in- 
cluding the last fise al year. ; 

(The information follows:) 

The average total cost per mile for the maintenance and operation of motor 
vehicles in all civilian agencies compared with the Department of Commerce 
during fiscal years 1957 and 1958 is as follows: 


| 1957 1958 


All civilian agencies eS 0. 073 0. 104 
Department of Commerce ; . 046 . OR4 
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Data for fiscal year 1959 as reported by the General Services Administration 
in the annual motor vehicle report were not available at the time of this budget 
submission. 

In fiscal year 1960, the Department set the goal of a reduction of 1 cent per 
mile in maintenance costs. This program was initiated because maintenance 
costs have risen slightly for Commerce vehicles during the past 3 years. This 
preventive maintenance program has been in full operation for only about 1 
year and the goal has not yet been achieved. 

The cost of maintenance for Commerce vehicles during the past 3 years is 
shown as follows: 


Per mile Per mile 
Fiscal year 1956 ‘ ___.__ $0. 014 | Fiscal year 1958 _____ $0. O22 
Fiscal year 1957 Peete 015 | Prstht ven? 1000. ..2> ae ccel: 1) 


Not yet available 

Mr. Yates. I was under the impression that the agency in the 
Government which was most directly responsible for the operation 
of the motor vehicles and fleet maintenance was the General Services 
Administration. 

How do your figures compare with their motor pool figures# Do 
you contend your figures for maintenance and cost are better than 
those of GSA? 

Mr. Moore. I am sure we can show that. 

Mr. Yates. You can show that? 

Mr. Moore. Yes. 

Mr. Yates. You can show you are below their averages ? 

Mr. Moore. Yes, sir. 

Mr. Yares. That is very interesting. 

Mr. Bow. With this good experience and the fine work which has 
been done how much will it cost you to print the departmental hand- 
book for all motor vehicle operators if you have 20,000 of them? 
What will you spend on that handbook ? 

Mr. Moore. I will have to supply that information, too. 

Mr. Bow. Very well. 

(The information follows:) 

This handbook is needed to present essential information on safe driving and 
economical vehicle operation to the more than 7,000 Commerce employees who 
have occasion to use Government motor vehicles. With some exceptions, these 
employees are not regular drivers but include all types of employees who drive 
vehicles as an incidental part of their regular duties. Driver manuals avail- 
able from outside sources have been reviewed for possible use, but in all cases 
either the cost is prohibitive or the subject treatment is directed primarily to 
regular chauffeurs or drivers rather than collateral duty operators. It is esti- 
mated that this handbook will cost approximately $350 or about 5 cents each. 

Mr. Bow. Is that necessary? What appropriation will it come 
out of / 

Mr. Nretson. Out of general administration. 

Mr, Moorr. You asked whether such things are necessary. I think 
the answer to that is “Yes,” they are necessary if well done and we 
can keep these things before the people. I know of no other way to 
do it than through communications. 
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GRANTS, SUBSIDIES AND CONTRIBUTIONS 


Mr. Bow. There is one item of $25,000 on which you answered my 
question, grants, subsidies, and contributions. That is on the basis 
you get t all the jobs you have asked for here ? 

Mr. Nirtson. That is correct. 

Mr. Bow. That is all, Mr. Chairman. 


TRANSPORTATION ECONOMISTS 


Mr. Micuen. I have several questions on the additional employees. 
Transportation economists are listed here in the number of 12. Is 
this a title which comes as the result of a Civil Service Commission 
title listing and then going down the list and seeing whether or not 
that particular classification calls for the qualifications of the particu- 
lar individuals you are looking for? Having majored in economies I 
know how some people like to pawn themselves off as economists. 

Mr. Moore. Mr. Perrin can answer that. I think this is a gener- 
ality. 

Mr. Perrin. It isa Civil Service classification. 

Mr. Micuen. You use this title then to more easily get out an ad- 
vertisement to fill these particular jobs ¢ 

Mr. Perrry. Actually what we do is this: The transportation 
economist according to the civil service classification rules should 
have certain qualifications in education, experience, and so forth. 

What we will do if we get any money to fill these jobs is to screen 
applicants for the jobs very carefully. The personnel people will do 
that for us. We will not do it ourselves. It is really a technical re- 
quirement. We want to get the highest type people we can for the jobs 
because we think we have a very important assignment. 


OPERATIONS ANALYSIS STAFF 


Mr. Micuen. In your additional request, granting it might be a 
laudable end to have a little better control and know what is going on, 
do you suspect that if every department were given increases suc ch as 
you have asked for that the General Accounting Office would be com- 
ing in here and asking for fewer people because you people would be 
taking care of your own business a little bit better and therefore they 
would not have to take such a close look at it ? 

Mr. Nrevson. I would have to answer you this way: This type of 
an operation exists in nearly all of the Government agencies. I could 
not say whether GAO would come in and want to volunteer a redue- 
tion. My own thought would be no. 

Mr. Micuen. I am wondering whether you feel with that additional 
help in your own department it could very conceivably be less of a 
burden on GAO in the way of a comparable decrease in their burden. 

Mr. Nretson. I do not want to comment on this because GAO is 
charged with certain responsibilities by the Congress. I wouldn't 
want to comment as to how far they would go. 


— 


M. 


tione 


are 
frie. 
Is 
GO. 
M 
depe 
T 
nota 
Tl 
they 
in oO 
lova 
M 
inte 
M 
M 
com 
M 


can. 


M 
or a 
M 
enti 
M 
\ 
a his 
\ 
M 
so f 
( 


ITEM 


DS. 


Is | 


yn 
ot 
l- 


81 


Mr. Micuex. Earlier in some of the testimony, I think it was men- 
tioned we would not want these people to be too friendly because they 
are supposed to do the kind of job which would subordinate the 
friendship and dig in for the facts. 

Is this not better accomplished by an independent office such as 
GOA rather than doing it in your own department ‘ ? 

Mr. Moors. I have had some experience in large firms with auditing 
departments and auditors, They are a breed unto themselves. 

They were ge sa ally—I don’t want to say—hated, but that con- 
notation ap plied when it came around to auditing. 

They were fine fellows after work hours but during work hours 
they were really tough. I think that is what we would like to see 
in our operation. I think you can get those kinds of people. Their 
loyalty isto the department first. 

Mr. Micuer. You would like to strive for continuing improvements 
internally as best you can ? 

Mr. Moore. We have been doing that. 

Mr. Nretson. That is what we are all looking for and I think this 
committee has an interest in that. 

Mr. Micuen. Can we make sure that the additional expenditure 
ean be offset by the savings that will be realized ? 

Mr. Moorr. We have every reason to feel we will double or quad- 
ruple the savings with the « ‘ost of this. 

Mr. Micuen. You really feel that? 

Mr. Moorr. We do. 

Mr. Micuen. That is all, Mr. Chairman. 


AUTHORIZED ITEMS IN THE BUDGET 


Mr. Preston. All the items in this budget are fully authorized 
or are some contingent on congressional action and legislation ? 

Mr. Ntetson. Just talking about General Administration or the 
entire budget ? 

Mr. Presron. The entire budget. 

Mr. Nrevson. There are two or three things. I would like to make 
a list for you. 

Mr. Preston. I wish you would. 

Mr. Nietson. We have export control and aviation war risk, and 
so forth. Iwill make a list for you. 

(The information follows :) 


ITEMS IN THE BupcGet For 1961 Wuicn ARE CONTINGENT ON CONGRESSIONAL 
ACTION AND LEGISLATION 


Export Control Act of 1949, extended by Public Law 85—466 to June 30, 1960. 
Extension proposed, 

Financing of forest highways and public lands highways appropriations from 
the highway trust fund. Proposed legislation was submitted to the Congress 
during the Ist session, 86th Congress. 

Aviation war risk insurance. Authority contained in Federal Aviation Act 
of 1958 (72 Stat. 800), expires June 13, 1961. Extension will be proposed. 

Note.— Defense Production Act of 1949, as amended, expires June 30, 1960 
Extension proposed. 
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While the defense production activities are intended to be financed through the 
Office of Civil and Defense Mobilization, and do not appear in Commerce budget 
for 1961, the Business and Defense Services Administration, and the Defense Air 
Transportation Administration are concerned with the extension of this act. 


INCREASE IN GASOLINE TAX 


Mr. Presron. On page 17 of the Secretary's statement this morning 
he stated that the President’s budget message recommends an increase 
in the gasoline tax of one-half cent a gallon. 

Mr. Nrevson. That is right. 

Mr. Preston. Are the requests in this budget based on current 
rates / 

Mr. Nretson. Current rates. 


ADDITIONAL POSITIONS IN GENERAL ADMINISTRATION 


Mr. Rooney. First I would like to make inquiry with regard to the 
request for 93 additional positions in General Ac Iministration, entail- 
Ing an added expe snditure of S679.900. 

This amount does not cover all the other expenses which would be 
necessary if you put on the payroll these 93 people whom you request. 
Is that correct ¢ 

Mr. Moore. I am afraid I did not quite understand that. 

Mr. Rooney. Does this additional amount include other objects in 
connection with the 93 additional employees / 

Mr. Moore. Yes, si 

Mr. Rooney. It would not include travel, and so forth? I refer to 
the 93 people you anticipate adding to the payroll. Can you give us 
the details with regard to the total cost of adding these people to the 
payroll, in addition to the amount for personal services ? 


Mr. Moore. Yes. 


(The information requested follows:) 


Cost of additional positions, fiscal year 1961 


Salaries and | Salaries and 
expenses expenses, Total 
field services 


Additional permanent positions 59 34 93 
01 Personal services $389, 390 $190, 000 $579, 390 
02 Travel 20, 000 8, 000 28, 000 
03 Transportation of things 500 500 
04 Communication services 2, 000 2, 000 
06 Printing and reproduction | 2.100 2, 100 
07 Other contractual services 4, 345 1, 500 5 845 
OS Supplies and materials 3, 000 3. 000 
09 Equipment 1,000 1, 000 
11 Grants, subsidies, and contributions 25, 265 13, 900 | 39, 165 

Total 439, 000 222, 000 | 661, 000 
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Mr. Rooney. Would you do the same with regard to the requested 
1,000 positions or thereabouts which you would like to add to the pay- 
roll in the overall budget ? 

Mr. Nietson. We will furnish that to you. 

Mr. Roonry. The cost of these positions by way of personal serv- 
ices and the cost by way of other objects. 

(The information follows :) 
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MonpDay, JANUARY 11, 1960. 
OFFICE OF FIELD SERVICES 
WITNESSES 


HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINIS. 
TRATION - 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER Com 
RICHARD H. KRAUSE, DIRECTOR, OFFICE OF FIELD SERVICES Cost 
JOSEPH A. MACK, DEPUTY DIRECTOR r 


Program and financing Base { 


1959 actual 1960 estimate | 1961 estimate 


Program by uwctivities | 
Dissemination and collection of business information 


total obligations $2, 254, 916 $2, 334, 000 | $2, 584, 00 
Financing 
Comparative transfers from (—) other accounts 2, 254, 916 — 2, 334, 000 
: Fiel 
Appropriation (new obligational authority) 2, 584, 001 
Sista — ———- Mr 


Object classification 


1959 actual 1960 estimate | 1961 estimate 


Total number of permanent positions 286 286 32 
Average number of all employees 279 282 314 
Number of employees at end of year 273 285 315 
Average GS grade and salary 7.9 $6,883 | 7.9 $6,889) 8.0 $6, 84 


Ol Personal services 


Permanent positions $1, 909, 752 $1, 947, 000 $2, 156, 600 | 

Other personal services 8, 138 16, 000 8, 400 

rotal personal services 1, 917, 890 1, 963, 000 2, 165,000 

02 Trave 38, 112 | 45, 000 53,000 | 
03 Transportation of things 2, 268 4, 000 4, 50 
04 Communication services 76, 319 85, 000 87, 00 
06 Printing and reproduction 45, 791 50, O00 52, 10 
07 Other contractual services 9, O55 10, 000 27, 500 
Services performed by other agencies 4, 837 5, 000 5, 00 

OS Supplies and materials 28, 428 30, 000 33, 000 | 
09 Equipment 12, 851 18, 000 19, 000 
11 Grants, subsidies, and contributions 116, 076 120, 000 133, 90 
13. Refunds, awards, and indemnities 1, 565 | 2, 000 | 2, 00 
15 Taxes and assessments 1, 724 2, 000 2, OO 
Total obligations 2, 254, 916 2, 334, 000 2, 584, 000 

| 


Mr. Presron. The next item is Office of Field Services. 

Mr. Moore. I will introduce Mr. Richard Krause, Mr. Chairman. 

Mr. Presron. This item will be found on page 4 of the committee 
print and page 42 of the justifications. 

We shall insert pages 42 and 43 in the record at this point. 





(ny 








(The pages follow :) 


( i 1Y6o 
( et nsier tro S 
( eal benefits pro 
4 ( ’ } 
} 
1960 
} yflice operations 
| imate of appropriat 





OFFICE OF FIELD SERVICES 
Salaries and expenses 


Summary of requirements 


ind expenses, Business and Def 


in 1960 


Requirer 
| j 


LOn0 


$2, 343, 100 | 


3 Ad ! 
$2. 334. 000 
17, 500 
2.351, 500 
8, 400 
2, 343, 100 
nent Difference, 
ease 
| or ce 
of 
est { 


$2. AR4. OOO +-$940), 900 240, 900 


2, 584, 000 











g nq i Pig ; ar h 
2s Ser 
ge mel 
BZ \ 





- eee . | 

= 2 SR2ee2eeeeseiec | the 
6 = et . 
S eo ee oe co ee 1 ’ ws 
Ss Ss 5 MOTE ANMOnMaAA _ le 
= Cc J~ Di MM oD x 
5 Sie le ; we 
< A a t 


. | exp 
8 Fh 




















¢| $8] Bile fi: pin) 

E| Sez Pf ee reed » med 

| 3] “a4 i | Tan 

Se) eile ii a se ' and 

EES ae © ther 

282 h 

ae ME eee ES. Safe 

he 1/3 ssssssseses | T 

S| gilg s-seaagers | B nid 

z 5 art Ld P oi M 

B| D 

et aa V 

S| #E5 =e M 

2 | £88 M 
: HE: 


xiImum 














Summary of estimated obligations 





| as = I 
a a™ bs mitt 
| * = = 2 cont 
| 3 Sin < ph UA 
e 5 eaikes " | tuni 
- 7 | | pers 
2 Ste err iT § doin 
=| #55 Gis mer 
| z : z reso} 
ee ae Fe 
<| gs gi lz ices 


Serv 

: Bur 

pe lm ar 
was 
sepa 










i 

T, tL 
| S$ F mitt 
Ee i part 
| mS t mm 
def i ta ry 

| nul? S ' 
Sosy Be are} 
22534 } tlone 
Sa kas E tistic 


mati 
and 


+ 
1 
SEE 


und re 





Total oblig 





2Ss tain 
BOS to m 
SHRORORROME 


mati 








89 


Mr. Moore. This morning I touched briefly on the Office of Field 
Services. Mr. Richard Krause is now with us and he has a state- 
ment which he would like to give to you if you so desire. 

Mr. Preston. We are gl: id to have with us today the Director of 
the Office of Field Services, Mr. Richard H. Krause. 

Since this is your first appearance before the committee, Mr. Krause, 
we would like to have a very brief background statement about your 
experience and business experience. 

Mr. Krause. | was born in Grand Rapids, Mich., and went to school 
in Michigan. I graduated from the University of Michigan and im- 
mediately went into the shoe business with the Wolverine Shoe & 
Tanning Corp., Rockford, Mich., tanners and manufacturers of shoes 
and gloves. I became treasurer and executive vice president. I left 
them in about 1956. 

In 1957 I went east to Holliston, Mass., and became president of the 
Safety First Shoe Corp. 

Then I came down here with the Department of Commerce in the 
middle of September 1959. 

Mr. Preston. Very well, sir. 

Do you have a prepared statement ? 

Mr. Krause. I do. 

Mr. Preston. Do you wish to read it at this point? 

Mr. Krause. I would be very glad to. 


GENERAL STATEMENT 


I should like to make a statement in support of the estimates sub- 
mitted for the Office of Field Services to supplement the information 
contained in the justification before you. 

Although comparatively new in this position, I have had an oppor- 
tunity to visit a number of our field offices and to talk with our field 
personnel. I am most favorably impressed with the job they are 
doing in endeavoring to make the services of the Department of Com- 
merce of greatest value to the business public with their present 
resources. 

For the past several years the estimates of the Office of Field Serv- 
ices have been included in the budget of the Business and Defense 
Services Administration. As the representatives in the field of the 
Bureau of Foreign Commerce and the Office of Business Economics 
in addition to the Business and Defense Services Administration, it 
was determined to present the estin nates for the field service as a 
separate item under the Office of the Secretary. This item was sub- 
mitted separately for a number of years prior to its incorporation as 
part of the BDSA budget. 

The Office T represent and the 33 field offices under its jurisdic tion 
are responsible for carrying out the field programs of the units men- 
tioned. We also make available to businessmen the reports and sta- 
tistical data compiled by the Bureau of the Census and certain infor- 
mation relating to the activities of the National Bureau of Standards 
and the Patent Office. In carrying out this responsibility, we main- 
tain close and constant contact with the Department’s primary units 
to make certain we meet the needs of business in utilizing the infor- 
mational resources of the Department in day-to-day business activities. 
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Ours is strictly a service organization designed to work closely with 
business on a local basis. 

As indicated in the justification, our activities cover both foreign 
and domestic commerce. On the domestic side, it involves working 
closely with the business interests of the United States in their own 
localities on such matters as economic research and analysis, commu- 
nity and area development, technological, and marketing and distri- 
bution. 


ee 


In the international trade phase of our work the services cover | 


almost every aspect of doing business abroad. They cover such prac- 

tical requirements as the regulations imposing quota and ¢ xchange 
controls, the documentation of export and import shipments, det: uils 
of import licensing procedures in oversea markets, tariff rates of | 
foreign countries on specific American products, U.S. export control 
regulations, statistical data on exports and imports, facts on economic 
and trade conditions abroad, and the competitive situation on spec ifie 
products in specific markets. We are the exclusive agency in the 
field handling foreign commerce promotion. 

In order to live up to our responsibilities we must strengthen our 
field organization. You will observe that we have requested an in- 
crease of $240,900. We propose to use these additional funds in two 
programs—international trade promotion and area development: 
$121,000 for personal services on the foreign trade program, $81,000 
for increasing our staff on area development, with the balance of 
$30,500 for other objects. 

On the international trade program it is essential that we take 
prompt action to provide through our field offices the essential infor- 
mation foreign traders require in maintaining and improving their 
position in foreign markets. Rapidly changing economic conditions 
throughout the world place an additional burden on the American 
Foreign Service and the Bureau of Foreign Commerce to provide 
current and authentic information of value to our exporters and 
others engaged in foreign trade and the field offices have always played 
an important and exclusive role in providing on-the-spot assistance in 
a practical and businesslike manner. 

Every effort has been made to carry out our responsibilities in an 
economical manner, but we have reached the point where it is essential 
that we rebuild our foreign trade staffs to do the kind of a job required 
under present-day conditions. We propose to add 22 new positions— 
17 business analysts. and 5 clerical—in Boston, ( fate Cincinnati, 
Cleveland, Detroit, Houston, Kansas City, Los Angeles, Minneapolis, 
New Orleans, New York, Philadelphia, St. Louis, and San Francisco. 
These are all in important foreign tr: ade areas, with wide export trade 
interests, and the present staffs are greatly in need of strengthening. 

The effectiveness of the work being done by the Office of Area Devel- 
opment can be ereatly increased by more intensive fieldwork. This 
involves placing six area development specialists, with appropriate 
clerical assistance, in six regions. all of which have a substantial num- 
ber of so-called labor surplus areas. The areas selected for this 
stepped-up assistance are Atlanta, Boston, Cincinnati, Detroit, Phila- 
delphia, and St. Louis. 

Working closely with the Office of Area Development and the local 
groups in their efforts to find a solution to their unemployment prob- 
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lems, the area development specialists will devote their full time to 
making the Department’s facilities, services, reports, and studies avail- 
able for local use. 

We shall be glad to try to answer any questions the committee may 
have on the Office of Field Services and its field offices. 


AREA DEVELOPMENT 


Mr. Preston. Are these people to be assigned to field offices to carry 
on the work in the area development program going to be restricted 
to area development work or will they do general field office work as 
well ? 

Mr. Krause. Area development work. 

Mr. Preston. Let us assume you send one down to Atlanta, or to any 
other city. The chief of that office is away on vacation. Do you mean 
to tell me this area development man will not run that office for him 
while he is gone / 

Mr. Krause. I don’t understand the question. 

( Discussion held off the record. ) 

Mr. Krause. In these offices we have many more people. 

Mr. Moore. We hope we will not have to take anyone off the area 
development program because we will have enough help from the other 
places to pick up the slack. 

Mr. Presron. It has long been my view that the field services and 
field offices certainly are among the ‘best in the Department. I think 
more Americans get service from the field offices than from any other 
source. I really think it isan important function. 

I will say further that I am glad you are taking this and putting in 
a separate office. It keeps its own identity. It is too important to be 
merged with any other agency or division. 


VOLUME OF WORK 


This question of the additional people is another thing. 

Are your people in the field offices so besieged with requests that they 
are not able to comply with the requests which come to them, Mr. 
Krause ? 

Mr. Kravse. Last year we had better than 5,000 area development 
requests in the field offices. 

Mr. Preston. I refer to business analysts, the 17 business analysts. 

Mr. Krause. That is in the foreign commerce fie a. 

Mr. Preston. They are so besieged with requests that they are un- 
able to handle them without additional personnel ? 

Mr. Krause. Yes. 

Mr. Preston. Do you have a workload statement ? 

Mr. Krause. Yes, 

Mr. Preston. Comparative workload for fiscal 1959 as against fis- 
cal 1958? 

Mr. Kravse. In the area of the inquiries handled by the field offices, 
in 1959 we had over 897,000. Let me give you a copy of this tabula- 
tion, Mr. Chairman. 

I might say that those inquiries represent only the inquiries which 
come into the office and they do not represent the time and effort uti- 
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In answering those inquiries and working with the people on 





Your question actually was on foreign-commerce in- 
This is total domestic and foreign. 
That is what I refer to, the normal workload that a} 


Mr. Bow. I wonder if this can be expanded to inquiries handled by| 
the various field offices rather than all of them? Let us break it down} 


as to the number handled by specific field offices. 
Mr. Preston. We shall insert in the record 
tables just presented by Mr. Krause. 
(The information follows:) 














Volume of work of fie ld office S measure d by incoming 
( ale Ve 
Ofl on 
1958 1959 
Albuquerque &, 881 7,431 Miami_. 
Atlanta 34, 423 36, 703 Minneapolis 
Bostor 29, 395 7, 282 New Orleans 
Buffalo 15, 933 13, 472 New York 
Charleston 12, 729 &, 408 Philadelphia 
Chevenne Z 2 O10 2, KU Pr nix 
Chicago 13, 372 | 3, 853 Pittsburgh 
Cincinnati 14, O84 16, 192 Portland 
Cleveland 34, 747 35, GSO Reno 
Dallas 20, 877 20, 420 Richmond 
Denver 8, RS LS, S60 st. Louis 
Detroit 38, 620 953 Salt Lake City 
Greensbort re 6, 71¢ San Francisco. 
Houston 16, 735 6, 069 ivannah 
Jacksonville 12, 76! 76 Seattle 
Kansas City 29, 228 
Los Angeles 54, YS4 ‘Total 
Memphis 15, 960 
Inquiries handled by field offices 
Calendar year 
1958 19A9 
January 77, 833 August 
February 2, 892 September 
Marc! SO, 896 October 
April 79, 455 November 
May 75, 463 December 
June 441 
July 4, 136 Total 


DECLINE IN WORKLOAD 


inquiries 


at this point the two] 


Calendar year 


1959 


10, 35 
30, 583 


Calendar year 


1958 


68, 626 
76, 034 
79, 548 
67, 871 
68, 861 


922, 008 


1959 


69, 72 


-)) 
206 


Qn? 


40, Je 


8u7 


, 60 
, 230 


825 


Mr. Presron. It is noted that in 9 months in 1959 your requests 
Your total requests for 1959 


were fewer than they were in 1958. 
929 OOO for 


were 22, 
workload, it seems, Mr. Krause. 
Mr. Krause. Yes. 
Mr. Preston. 
Mr. Krause. 
Mr. Preston. 


897,000 as against 


Yes. 
Why ? 


1958. 


You have a falling-off 


Yet you are asking for 17 additional business analysts! 
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Mr. Krause. As to the workload falling off, I cannot explain, Mr. 
Preston. 1 was not here last year and I am completely ignorant on 
that. 

Mr. Preston. You have been with the Department 3 months and you 
can feel free to ask your assistants for the answer. ‘They are the ones 
who should answer really. 

Mr. Krause. I will ask Mr. Mack to answer that. 

Mr. Mack. It is true that the total inquiries have declined during 
the past year compared with former years. If you will look at that 
statement, by offices, there you will find the very large part of that 
dropoff came in New York. That was due in great measure because 
of the fact that export control, which was an important thing in 
previous years, brought in many fewer inquiries this year than last. 

It is true in looking at that statement that we did have slight losses 
in some oflices, but a very large part of that total decline - you will 
find came in New York by virtue of the falling off of the export- 
control work. 

Mr. Presron. You still have about an even figure with 1958 and 
1959 if you discount the New York situation. 

Mr. Mack. That is right. 

Mr. Presron. What are you going to do with these 17 business an- 
alysts to handle a falling-off wor ‘kload / 

‘Mr. Mack. Gentlemen, as you know, we are in a rapidly changing 
condition throughout the world. American exporters are finding it 
much more difficult not only in maintaining their markets but in 
getting new markets. Up to the present time, as a matter of fact, 
most of the people are so confined to their desks answering telephone 
inquiries they have not been able to get out into their areas to do the 
type of tr ade promotion we believe is necessary at this time. 

There are a number of things going on in the international trade 
field which are vitally important to the export interests of this coun- 
try. We believe with this changing condition, with increased com- 
petition that American firms are getting, it is our responsibility if we 
are to fully live up to our function as the Department of Commerce 
agency for the promotion of trade, foreign and domestic, that it is 
time that we started doing the job as we should do it. 

Mr. Preston. I think it is time, too. You should have been doing 
this all along. 

Do these people in the field offices promote foreign trade or do they 
stay there and handle office calls and office matters ? 

Mr. Mack. At the present time most of them stay at their offices. 
We do a certain amount of traveling around the district, but we do not 
do nearly as much as we should. 

In that connection, I will call your attention to the fact that we 
have been allowing our foreign trade work and some of our other 
work, for that matter, to be on a more or less emergency basis by vir- 
tue of the fact that this is the first time we have come before this 
committee ina number of years asking for an increase. 

Looking back at our figures here, I find that in 1950 we had a total 
number of 405 positions, with a total allocation of $2,079,500. We 
have had very little increase since then. 
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By virtue of the fact we are getting along on practically the san: 
appropriation, just a slight increase, as we were in 1950, our position 
have actually dropped from 405 in 1950 down to 286 at the preset 
time. 

Mr. Preston. Now, there is a reason for that, but it does not occw| 
to me at the moment. However, is it the export control item ? : 

Mr. Mack. No; the reason for that is that we have not been abl 
to get any more money, and with these increased pay raises and every} 
thing else, in order to keep within our budget, we have had to le 
people go. 

Mr. Preston. My recollection is—and I have been around here : 
pretty good while—that this is one agency in the Department of Com} 
merce which has not asked for substantial increases. 

Mr. Mack. That is right, sir. t 

Mr. Preston. You said you have not been able to get any mon| 
money. Whose fault is that? Did you ask us for it, or did the Def 
partment not allow it? 

Mr. Mack. We have not been before this committee for an addi 
tional appropriation for several years as I recall. 

Mr. Preston. The time has run out, gentlemen. We understan 
your request, and I would like to pass the questioning at this moment, 
first, to Mr. Rooney to see if he has any questions. 


VOLUME OF WORK 


Mr. Rooney. In looking at this list of your field offices and the 
volume of work in certain of them, I am reminded of old times, Mr} 
Mack. 

What is the situation at the office in Cheyenne where you had bit 
2,903 inquiries in all of the year 1959? 

Mr. Mack. That is an office which has been there for a number 0! 
years. It is a very small office, composed of two people, and ver 
frankly the demands on the office are not. very great. 

Mr. Roonry. In a number of previous years you recommended tl 
closing of this office, did you not, you or your superiors at the time? 

Mr. Mack. We have from time to time eliminated those offices from 
our request; that is true, sir. 

Mr. Rooney. And this committee closed that office, insofar as the| 
action of the committee in the House was concerned, on at least four 
if not five occasions; is that right ? 

Mr. Mack. That is true. 

Mr. Roonry. What about this office in Reno? 

Mr. Mack. The same thing applies there, sir. 

Mr. Roonry. There were only 2,620 inquiries there in all of the 
year 1959. That office might be closed too, would you say ? 

Mr. Mack. The justific ation for putting it in there, sir, is that i 
loes cover a wide area. Very frankly, we are not getting the busines 
out there that we believe is warranted. 

Mr. Rooney. How about the office in Albuquerque ? 

Mr. Mack. Albuquerque, I believe, is in a different situation by 
virtue of the fact —— 

Mr. Roonry. Have things picked up down in that area ? 

Mr. Mack. Things have picked up down there. 
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Mr. Rooney. Since we discussed that operation before? 

Mr. Mack. That is right. I think that area is a growing area, and 
the same thing applies to Phoenix. Those are growing areas, and I 
think the volume is such as warrants their continuance, 

Mr. Rooney. That is all, Mr. Chairman. 


FOREIGN COMMERCE PROMOTION 


Mr. Bow. Mr. Chairman, I just want to make one observation. 

Mr. Krause in his statement has said that “We are the exclusive 
agency in the field handling foreign commerce promotion.” 

That may be true in the field. However, I should like to point out 
that the justifications have large increases in the Bureau of Foreign 
Commerce, as can be noted on page 411 of the justifications where 
there is an increase of $164,042 and an increase of 23 positions, a part 
of which is to develop for and disseminate to the American business 
community information on exports, imports, construction and en- 
gineering, and other business opportunities in foreign countries, uti- 
lizing press releases, trade and Government publications, trade associa- 
tion field offices of the Department, and sia means to get as broad 
as possible dissemination of foreign business opportunities of all kinds. 

So, there is a very definite agency within the Department that is 
also doing this work, and preparing it for you to be used; is there not? 

Mr. Mack. Yes, sir. 

Mr. Bow. You would hardly say you are exclusive within the field ? 
I mean, in the Department ? 

Mr. Krause. No. 

Mr. Mack. On a local basis, sir. 

Mr. Bow. On a local basis you are the agent for the Bureau of 
Foreign Commerce which is also asking for a very large increase to 
prepare all of this material for you ? 

Mr. Mack. That is true. 

Mr. Bow. Your increase in employment would only be increased 
to the point where you have some salesmen; is that correct? 

Mr. Kravsre. You refer to it as a sales force. I kind of like to 
refer to it as a sales force also, but in order to do a good job of selling 
you have to go and ring doorbells, and we have not been able to do 
that. We have been able to write orders as they come to our office, 
and we are, I believe, neglecting a great potential in the foreign field. 

Mr. Bow. I may say to you that I represent a district where we 
have a great deal of small business which is very disappointed in 
going to field offices, feeling they do not get the information which 
they are entitled to in order to do the job they want to do. 

Mr. Krause. I think they are right, too. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Preston. Would you please give us a chart showing a break- 
down of your 286 people and in which offices they are located ? 

Mr. Krause. Yes, sir. 

Mr. Mack. I think we have that here, Mr. Chairman. 

Mr. Preston. Would you give me a similar breakdown, if you «an, 
Mr. Mack, for 1950, since you have introduced this comparison ? 

Mr. Mack. Yes, sir; we would be glad to do that, sir. 
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AUTHORIZED STAFFING OF FIELD OFFICES 


Mr. Preston. I should like for you to give us a breakdown just like 
this showing the export control for each office, and also your BDSA 
funds, or your field office funds, for 1950. 

Mr. Mack. We would be glad to supply that for the record. 

(The information follows:) 


, 


Authorized staffing of field offices, fiscal year 1950 


| Field service | Export Total 
funds control 

Albuquerque 3 0 3 
Atlanta 16 | 2 | 18 
Baltimore 5 | 0 5 
Boston 19 | 1 | 20 
Buffalo 5 | 0 5 
Butte 3 0 3 
Charleston, 8.C 4 | 0} 4 
Chevys 3 0 | 2 
Chicago 19 1 | 20 
Cine 4 0 4 
Clevel i 16 | 2 18 
Dalla 13 1 | 14 
Denv 12 l 13 
Detroi 12 | 2 14 
El Pa 4 0 4 
Har i { 0 4 
Houston 4 2 6 
Jackson 4 | l 5 
Kansas City 14 2 16 
Los Angeles 18 2 20 
Louisvill 4 0 4 
Memphis 5 0 5 
Miami 5 1 6 
Mil $ 0 4 
Mi | 12 1 | 13 
Mo le 5 0 5 
New Orleans 7 1 } 8 
a York ( 8 | 58 
Oklahoma City t 0 t 
Omaha 4 0 4 
Phil | 16 1 17 
P 1X 3 0 3 
Pittsbur 5 0 5 
Portland ( 2 8 
Providenc 4 0 4 
Rer 2 0 2 
Richmond 7 0 7 
St. Louis 13 1 14 
Salt Lake City 4 0 4 
San Francisco 18 2 20 
Savannah 4 0 4 
Seattle : 12 | 2 14 
Administrative Service office, Chicago 1] 0 11 
Washington office 19 0 19 

Total - 405 36 441 


1 Office closed. 


Mr. Presron. We shall insert in the record at this point the last 
two charts which Mr. Mack furnished the committee. 
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(The charts referred to follow:) 


Analysis of authorized staffing of Sie ld offices as of Dec. 31, 1959 


Business | Business | Clerical- 


Manager| analyst analyst steno Total 
| FT DT) graphic 
service 


| 


Albuquerque 1 1 1 3 

Atlanta 1 2 $ 5 12 

os Boston l 3 3 7 14 
B l ie 2 4 

Char n, S.¢ ] 2 3 
Cheyent 1 2 

— 1 4 4 8 17 
3 ( 1 1 2 { 
‘: ( i l 3 3 6 13 
F D l 2 2 | 3 s 
2 De! l 1 3 6 
' Det 1 2 3 6 12 
2 iT I 2 3 
4 H 2 1 2 ‘ 
> ( l ] 2 4 
20 ee aati 2 2 2 7 
t I 3 3 6 13 
. Me l l 2 4 
l4 ' l 2 1 3 7 
13 M | 2 l 3 7 
if 2 1 3 7 
' ! 15 23 15 
4 \ ! 3 { 5 13 
6 l l 3 
; O | 2 ! 3 7 
16 i 
x 2 9 4 
6 ( | 2 3 
] 3 6 13 

: l - 3 
. \ 2 2 4 9 
: ‘ 33 64 1s 125 270 
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Authorized staffing of field offices, fiscal year 1960 




















| BDSA Export | Total 

| funds control 
INNER acest DR Fo gh RS 8 NE a tL | 3 0 3 
I ca tase a ace DS ae 12 0 12 
a ech a tate u ha ae 13 1 14 
Buffalo ee Ce oe 4 0 { 
IN id fo reg eek kh ag ne a 3 | 0 3 
ST as EE BD A a ee 2 | 0 | 2 
ON a eed 16 1 7 
a ree AC a ium nae | 4 0} 4 
Cleveland | 13 0 13 
Dallas - af 8 0 8 
I il ac eet ae eS a eb eumeecucine i 6 | 0 6 
Sa ee ee ee eee | 11 | 1 12 
Greensboro - 3 0 3 
NR a eg ae Ee a ee eckeaeman 6 0 |} 6 
Jacksonville ss a ‘ Ee eee tacas ee he eae 4 0 4 
RINT og ee ee 2S caeieLGlaen Ee uuee teen neeTt a 7 0 | 7 
506 AnNSOlsS . - ....60<<-- eee Senden LS epewen neat 12 1 13 
en epee inn weundese a 4 0 4 
I a ae mee ee pmauaeee 7 0 |} 7 
aus .| 7 0 | 7 
NON eet aD eg A ote | 7 0 | 7 
a ae ale 40 | 5 45 
I ee oes 12 | 1 } 13 
Pnoenix. ......- % 3 aa 3 | 0 3 
Pittsburgh : ‘ | 5 | 0 5 
Portland, Oreg icteaceeesimandaswatacanealan ieee aeknenesonenen | 6 | 1 | 7 
Reno a | 2 | 0 | 2 
aR Se on sam eae kde denne 4 | 0 | 4 
St. Louis Be ieee NR ot eee Se me ee 7 | 0 7 
rn RE I es oer -| 3 | 0 3 
San Francisco | 12 | 1 | 13 
Savannah 3 | 0 | 3 
Seattle = See ncee Saw <a : 9 | 0 9 
Administrative service office, Chicago ---_--.-.............--.--.--...---- | 11 0 | ll 
Washington office -- a aE Nee e Sek ones see REE J 7 0 | 17 

| a ee eee 

a cacti 





Mr. Preston. Gentlemen, that will conclude the hearing for today. 
Mr. Moore. Thank you very much, sir. 
Mr. Preston. Thank you, gentlemen. 

Mr. Krause, it was nice to have you come before the committee 


today. 


Mr. Kravse. It has been a pleasure to be here. 
Mr. Preston. Mr. Mack is a real, fine, outstanding public servant, 


and we are always glad to see you. 


the Government. 
Mr. Mack. Thank you, sir. 
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TueEspay, J ANUARY 12, 1960. 
PARTICIPATION IN CENTURY 21 EXPOSITION 
WITNESSES 


PHILIP M. EVANS, ACTING COMMISSIONER FOR FEDERAL PARTICI- 
PATION IN CENTURY 21 EXPOSITION 
FRANCIS D. MILLER, DEPUTY COMMISSIONER 
HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINIS- 
TRATION 
Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: | 
1. Exhibit hall | | 

(a) Site development and construction_-_........--- . a bewot $3, 450, 000 

D) SOUIeT GEG SUDO TUNOR . cnciide cits od se cenidnmnivel a bnnestmadace $164, 000 112, 000 


2. Exhibit program - - ; Tenwaee > aes ean 311, 400 3, 385, 840 

3. Program direction and administration--....-.-~- saehtebGhecsenndtus | 136, 445 | 225, 186 

Total obligations. Se Raat pwbabiedceethbuleel 611, 845 | 7, 173, 026 
Financing | 

Unoblisated balance brought formers oc oo ca rccescccccb lsc cnesckcupuseewsus : | —, 388, 155 

Unobligated balance carried forward ; 8, 388, 155 | 1, 215, 129 


Appropriation (new obligational authority) - -- 


Object classification 


1959 actual | 1960 estimate | 1961 estimate 
| 


ne ws _ escent fl estnasaasenttiseeinsionio lh 





Total number of permanent positions__-_-- -.- ities stare tomacinoae eae 18 | 20 
Full-time equivalent of ali other positions...............-.--.- lo wenmiaeyanint« 1 l 
Average number of all employees. ...---.------------ iaineaparineildine aire eh acl 11 19 
Number of employees at end of year._............-..--.------ is eit tis alle 18 | 20 
Average GS grade and salary. ..--.-----..----.-.-. \ihalvammmuiai iwedevewns ae ST ya See 


| : 

01 Personal services: | 
Permanent positions. _- ba cberatmebnis dretedetinea anaadeéoeeeds 109, 969 184, 060 
Positions other than permanent..........-.-- ‘apace alhactaianas oti 8, 000 | 8, 000 
Other personal services A sisanoneccluis ets iebatade 845 | 708 








— — = j - 
Total personal services...........-.-.--..-- dee Ginsteel ckoian deel aa ae 118, 814 192, 777 
02 Travel - ee ad os 29, 800 | 42, 400 
03 Transportation of things. a cecil arlene en ch a ee | 140, 000 
04 Communication services_-_..- bald t dnb bach a datele ainsi bdddidad an cos 3, 200 | 4, 800 
05 Rents and utility services___- nie sein des kip saped ania AS 360 | 600 
% Printing and reproduction. .--.---.. si Sa aI iene eae acaaoul 600 | 400 
(7 Other contractual services | 435, 002 6, 654, 938 
Services performed by other agencies.-....-- ’ ‘ii cin teariglitnicial 12, 000 | 120, 000 
0S Supplies and materials . de niles ial sealuiatal eens ; 1, 000 | 1, 700 
09 Equipment_.- I oe ne aS a i i a ta | 5, 594 | 6, 000 
11 Grants, subsidies, and contributions. LY. ecies | 5, 191 8, 997 
5 Taxes and assessments__-. eee ; ‘ paventeseofses SG ebacardid 284 414 
Total obligutions........<..<... ddoat Lag hies ‘ ot 611, 845 | 7, 173, 026 





Mr. Preston. The committee will come to order. This morning 
we will have a statement from the acting commissioner for Federal 
participation in the Century 21 Exposition. 

Mr. Nrevson. Mr. Chairman, we felt that it would be desirable at 
this time to have Mr. Evans make a statement to the committee since 
we are not requesting any funds here for Century 21, they were ap- 








propriated during the last session but since he had not appeared before | 
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this committee, this would give the committee an opportunity to hear 


an up-to-date report on just where we are on the Century 21 program, | 


Mr. Presron. Do vou 


Mr. Evans. Yes, sir. 


have a statement, Mr. Evans? 


Mr. Preston. Will you proceed to read it? 


Mr. Evans. Yes, sir. 


Mr. Evans. Mr. Chairman, members of the committee; My name is | 
Philip M. Evans, and I am the acting commissioner for Federal par- | 
ticipation in the Century 21 Exposition. 
ler, the deputy commissioner, and A, Carl Malmi, administrative | 


officer. 


GENERAL STATEMENT 


With me is Francis D. Mil- | 


We welcome the opportunity to present an interim report to this 
committee on the progress which has been made in the development of | 
the Federal exhibits in the Century 21 E xposition to be held in Seattle, | 
Wash., from April 21 to October 21, 1962. 

At this point I would like to mention several matters which have 
occurred that are pertinent to this report: 


First, the exposition was originally scheduled to operate in 1961 | 


and 1962. However, in 


the conveyance. As of 


the State of Washineton assured our 


October 1959, in order to conform to the reg- 
ulations governing international participation by member nations of 
the Bureau of International E xpositions, the exposition authorities 
announced that the exposition would open in the spring of 1962, and 
would operate in that year only. 

Second, the amount authorized to be appropriated was reduced from 
the President’s budget request of $12,500,000 to $9 million at the 1st 
session of the 86th Congress. 

Third, Public Law 86-250 which amended Public Law 85-880, re- 
quires the conveyance of 614 acres of property on the fair site to the 
Federal Government in fee “simple upon which shall be built a per- 
manent building suitable for further use by the Federal Government 
at the conclusion of the fair. 

All three of these rather recent developments have been taken into 
consideration in all of our planning. 

The major problem confronting us today concerns the acquisition 
by the Federal Government of the | 614 acres as provided by law. This 
property has not as yet been conveyed to the Federal Government. 
Tt is land now owned by the city of Seattle which will be transferred 
to the State of Washington, and conveyed by the State to the Federal 
Government. Both city and State have been working to expedite 
January 6, this F sa the attorney general of 


the conveyance would be completed by February 1, 1960. 
However, according to an informal] ‘ruling by the General Account- 
ing Office, no contracts for exhibit design or architectural services, not 
to mention construction, can be entered into by the Federal Govern- 
ment until a clear title has been rendered, and such title accepted 


by the Attorney General. 


General Counsel’s Office that 


Pending the conveyance of the land we have proceeded with or- 


ganization and staffing. 


We have established our new offices. 


We have 
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revised our budget plans in accordance with the forementioned te- 
duction in our budget. We have begun to select, employ, and train 
ourstaff. We have further developed plans for the theme and content. 
We have screened and interviewed 9 exhibit design firms. We have 
consulted with officials of the General Services Administration looking 
toward the earliest selection of an architect. 

The $9 million appropriated at the Ist session of the 86th Congress 
was made available to us in mid-October—to date we have obligated 
$24,000. As soon as the 614 acres have been conveyed and the title 
accepted by the Attorney General of the United States, we are ready 
to proceed and should be able to maintain our original schedule with- 
out penalties or increased costs due to the present delay. 

I wish to thank you for the opportunity to present this interim 
Ween and will be happy to answer any questions which you may wish 
to ask. 

PERSONNEL 


Mr. Preston. How many people have you employed thus far, Mr. 
Evans? 

Mr. Evans. Eighteen, sir. 

Mr. Preston. Do you havea schedule of those people? 

Mr. Evans. Yes, sir. 

Mr. Preston. As to grade, salary, and so forth ? 

Mr. Evans. Yes,sir. Here isacopy. 

(The matter referred to follows :) 


Participation in Century 21 Exposition staffing pattern 








Title Grade range Number 
Positions in fiscal year 1960: 
Commissioner_- GS-18 1 
Deputy Commissioner . GS-17 l 
Executive director ‘ 3 : GS-16 ec 1 
Science theme coordinator . GS-16 1 
Design coordinator ‘ GS-16 cui 1 
Administrative officer. - GS-15 1 
Assistant to Commissioner I en real 1 
European representative (assistant). -- : CR icccedutscagneee 1 
Assistant to executive director GS-13 1 
Administrative assistant. eet ; Gs-11 1 
Secretary Gs-9 1 
Secretaries Got... 2 
Secretaries Gs-6 - = 4 
Utility man GS-5 equivalent 1 
Changes in positions in fiscal year 1961: | 
Seattle manager. - _- Bg oe | Add 1 
Warehouse and shipping ONO ooo nedan Adee deweeenans APE oon s ttcnamneden | Addl 
Changes in positions in fiscal year 1962 
Exhibit area supervisors...........------ Usd ean dneeheaek Aes: ee eee Add 4 
Secretaries ere a eadaakatinsiazeeees nia Siena Wines | GIDHEL.,.cacusddcnenttiat | Add 4 


Mr. Preston. Have you appointed all of the top people in your 
organization ? 

Mr. Evans. Yes, sir. 

Mr. Preston. Or is this just a beginning? 

Mr. Evans. We have appointed all of the 18 who are anticipated 
now, except an assistant to me. That is the one marked “Assistant to 
the Commissioner, GS-15. 

All of the other positions you see have been filled. 


Mr. Preston. It seems to me that you are really well staffed to do 
this job. 
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Mr. Evans. Yes, sir. 

Mr. Preston. You should not suffer for assistants or advisers. 

Mr. Evans. It is a very able staff. 

Mr. Preston. I do not know anything about their capabilities. I 
trust they are capable, but you have plenty of them. That is the point 
I am undertaking to make. 


TITLE TO LAND 


What has been the difficulty about obtaining title to the land ? 

Mr. Evans. The city, which now owns the land, acquired the land 
by virtue of a bond issue. The intervener in the suit, rather in the 
transfer of the land from the city to the State—the State has con- 
demned the land—contested on the ground that not enough money 
has been paid to the city by the State for the land, the 614 acres that 
it is acquiring from the city. 

The State’s position is that the $421,000 it is paying for the land, 
plus land that it is giving in exchange for the 614 acres, is equal to the 
amount, the $1,200,000 that is the value of the land. This is the point 
at issue. 

Mr. Preston. This land must be centrally located in Seattle? 

Mr. Evans. Within 1 mile of the city center, sir. 


FUTURE USE OF BUILDING 


Mr. Preston. Is the type of structure that is to be put on this land 
suitable for future use by the Government? 

Mr. Evans. It has not yet been designed, but the architect. will 
have as a requirement that he design a building with future use. 

Mr. Preston. Of course, it will have to be modified after the ex- 
hibit is over, will it not? 

Mr. Evans. Yes, sir. 

Mr. Preston. If experience tells us anything, it will cost as much 
to modify it as it did to build it. 


EFFECT OF DELAY ON OPENING DATE 


Has this delay in acquiring title to the land placed in jeopardy the 
possibility of being ready to exhibit on schedule? 
Mr. Evans. No, sir. 
THEME OF EXPOSITION 


Mr. Preston. What is the theme that you have selected ? 

Mr. Evans. We are required by law to illustrate the role of science, 
or depict the role of science in modern civilization and the theme is 
an explanation of the service of science and the application of science 
to the broad needs of mankind. 


COST AND DESIGN OF BUILDING 


Mr. Preston. How much do you contemplate, roughly, putting in 
the building? 

Mr. Evans. The building construction costs are $3,450,000. The 
building, itself, would cost about $3,200,000, as we presently plan it. 
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Mr. Preston. Is this to be a shell-type structure or multifloored 
building ? 

Mr. Evans. The preliminary design submissions have suggested 
that it be a two-story building. 

Mr. Preston. Your dimensions are roughly what? 

Mr. Evans. The floor space anticipated would be 110,000 square 
feet, approximately. 

Mr. Preston. Oblong, circular? 

Mr. Evans. At the moment we are thinking of a rectangular build- 
ing, but the architect will be given the job of telling us w hat kind of 
a building will suit the s secondary use and still do the job of the ex- 
hibit. We assumed it would be a rectangular building. 

Mr. Preston. Do you know what ‘construction material will be 
employed ? 

Mr. Evans. No, sir. 

Mr. Preston. Do we already have a suitable Federal building in 
Seattle to house our Government agencies there ? 

Mr. Evans. No, sir. As I understand it, there is about 320,000 
square feet of floor space being rented now in Seattle by the Federal 
Government. 

Mr. Preston. Are there any questions on this item ? 

Mr. Rooney. This e xposition is being run and was planned by the 
State of Washington, was it? 

Mr. Evans. Yes, sir. 

Mr. Roonry. The Federal Government is merely a participant in it ? 

Mr. Evans. Yes, sir. 

STAFF 


Mr. Rooney. Why, for goodness sake, 214 years before the fair 
opens, do you need a payroll such as shown on this sheet entitled 
“Stafling pattern” ? 

Mr. Evans. The need at the moment is great because we need to 
actually identify the items, that is, the se ientific exhibit items which 
should be developed for and included in the fair and to make contacts 
with American industry and with all the Government agencies in order 
to have all the exhibit items coordinated and brought to Seattle by 
that time. 

Experience of Mr. Miller, who was with Brussels, Mr. Malmi, who 
was with the Moscow Exposition—Mr. Miller was deputy commis- 
sioner at Brussels— 

Mr. Minver. I was deputy exhibit coordinator. 

Mr. Evans. Would indicate this is not too much time to do the job 
[have described. 

Mr. Rooney. What is the total monthly payroll of this group en- 
titled “Staffing pattern” ? 

Mr. Evans. Approximately $9,900. 


POSTEXHIBITION USE OF BUILDING 


Mr. Roonry. What would the building be used for following the 
conclusion of the fair ? 
_ Mr. Evans. The legislative history indicates a need for office space 
in Seattle. Other public uses, or Federal uses at present have not 
been contemplated. There is, I might add—— 
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Mr. Roonry. Can you say definitely it is going to be used as an office 
building ? 

Mr. Evans. No, sir. 

Mr. Rooney. What might it be used for ? 

Mr. Evans. It might be used for warehouse, it might be used for 
such other Federal use—— 
PAYROLL 


Mr. Rooney. You have all these people presently on the payroll. 
They got on the payroll when ? 

Mr. Evans. They got on the payroll within the month of December, 
with the exception of three who came on the Ist of January. 

Mr. Roonry. And you've done all this without knowing what the 
building will be used for—this $3 million plus building—at the con- 
clusion of the exhibition in 1962, is that correct? 

Mr. Evans. Yes, sir. The decision as to the secondary use of the 
building is not ours to make. If the Department of Commerce finds 
the building surplus for - needs at the conclusion of the fair, it turns 
the building over to GSA, who then asks other agencies of ‘Govern- 
ment what use they might make of the building. 


DESCRIPTION OF SITE 


Mr. Rooney. Describe the site in Seattle where this building will 
be erected. 

Mr. Evans. The site is 78 acres of land within a mile of the center 
of the city. It is ona flat area called Denny Regrade, within half a 
mile of the Puget Sound. It overlooks the bay. It is within 90 see- 
onds by proposed monorail to the center of the c ity. 

The 78 acres includes 61 6 acres which is prese nt ly planned for the 
Federal Government, which would be the southern 61 6 acres looking 
toward the city to the south and toward the Puget Sound. 

Mr. Roonry. Would you describe these as fairgrounds ? 

Mr. Evans. Yes, sir. 

Mr. Roonry. In these fairgrounds, you are going to get 6 acres 
and erect a $3-million-plus building ? 

Mr. Evans. That is correct. 


FUTURE USE OF BUILDING 


Mr. Roonry. And you do not know what you are going to use it for 
in the future ? 

Mr. Evans. I have not been charged with that responsibility. 

Mr. Moors. GSA is building the building. 

Mr. Roonry. They are building it under the direction of the De- 
partment of Commerce and your fair people. They are merely the 
contractors, so to speak; is that right ? 

Mr. Moore. That is true. They are looking toward the use at the 
end of the fair. 

Mr. Rooney. As it stands, nobody knows what we will use the build- 
ing for. 

Mr. Evans. The undestanding we have is after the architect is hired, 
which should happen within a week, that the decision as to the residual 
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use will have been made by agreement between ourselves, the city of 
Seattle, GSA, and the architect. 


EUROPEAN REPRESENTATIVE 


Mr. Rooney. Why do you need a European representative, this 
GS-15 ¢ 

Mr. Evans. The law requires that this be an international science 
exposition. The development of scientific exhibits from other coun- 
tries : 

Mr. Roonry. You are speaking now of the exhibition itself in toto; 
are you! 

Mr. Evans. Yes, suv. 

Mr. Rooney. Let us talk about the American representation at this 
0 yp Why, in connection with that, or your setting up an 
exhibit, or putting up a building and setting up an exhibit, do you 
need a EE uropean represent: ative / 

Mr. Evans. The law and legislative history suggests that the Fed- 
eral pavilion, which will be a science pavilion, also include interna- 
tional science exhibits. The presentation to the Cabinet and the 
discussions with the President— 

Mr. Rooney. If I understand this correctly, in our American build- 
ing, Which will cost how mueh—— 

Mr. Evans. Three and a half million dollars. 

Mr. Roonry. We are going to exhibit progress of European scien- 
tific agencies, are we ? 

Mr. Evans. We are going to exhibit science in terms of its interna- 
tional development, yes, sir, in part. 

Mr. Roonry. We will have a Belgium exhibit there, I suppose, and 
a British exhibit, et cetera ? 

Mr. Evans. We are required not to have competitive national ex- 
hibits. That is, we are not permitted to have Belgium versus Great 
Britain competing for national prestige. 

Mr. Rooney. Exactly what do you mean ? 

Mr. Evans. The peone or the legislative history, indicates that we 
will not make space available to Belgium for such use as it may see 
fit. We will use or invite Belgium to participate for such use as is con- 
sistent with the—— 

Mr. Roonry. In other words, they will send their exhibit to you 
and you will work hard to find space for them in this $3-million-plus 
building ? 

Mr. Evans. No, sir. We will identify the exhibits we want in 
Belgium and if we want them, we will ask the Belgium Government 
to include them. 

Mr. Roonry. You will bring the Belgium exhibit over here and 
manage to find space to exhibit it to the American people? 

Mr. Evans. We will first determine if we want it and then—— 

Mr. Roonry. This sounds worse to me than the Brussels Fair, Mr. 
Chairman. This is really headed for trouble. 

Mr. Preston. Of course, we had no opportunity to pass on this ap- 
propriation to begin with. This subcommittee had nothing to do with 
it. Wedo not claim parenthood. In fact, I am not anxious to claim 
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parenthood. It was a supplemental committee, was it not, Mr. 
Rooney ? 

Mr. Rooney. It was in the so-called mutual security bill. Isn't that 
right? 

Mr. Evans. Yes, sir. 

Mr. Bow. You have read the debates on the passage of this bill, to 
get this legislative history ? 

Mr. Evans. Yes, sir. 

Mr. Bow. You know the gentleman from Ohio now addressing vou, 
Mr. Bow, opposed passage of this bill for a while? 

Mr. Evans. Yes, sir. 

Mr. Bow. And in some of my opposition to this bill, the arguments 
put forward on behalf of the legis: ation were that this was the oppor- 
tunity to show the progress of science in the United States—— 

Mr. Evans. Yes, sir. 

Mr. Bow. As compared to the other nations, and the attempt to sell 
this to the Congress was on the basis that this was to be the exhibit of 
American science and to show the advance of American science. 

Where in the legislative history do you find that vou need a Euro- 
pean representative to dig up exhibits in Europe? 

Mr. Evans. I wouldn’t want to suggest that the international por- 
tion of the exhibit will be great. 

I don’t anticipate that it will. Our major emphasis will be 

Mr. Bow. But you referred to legislative history as rather directing 
you to have a European representative. I join with the gentleman 
from New York, Mr. Rooney, in questioning whether we need a Euro- 
pean representative here because I do not think the legislative history 
shows that at all. In my opinion the legislative history is just the 
opposite, that the arguments of the proponents of this legislation 
were that this was to be the great exhibit to show the advance of 
science of the United States. Why do we need a European repre- 
sentative? 

Mr. Evans. If, as I believe, sir, the legislative history indicates an 
international aspect. of science as being necessary to this exhibit, this 
was the recommendation of the National Science Planning Board, 
which actually helped develop the theme and helped develop the 
presentation to the Congress. This requires, in my reading of the 
legislative history, international participation, if that can be devel- 
oped. To develop that under our control, I have felt it necessary and 
wise to have a man in Europe to determine what, if anything, we 
should include. 

Mr. Bow. Let me ask you this question, sir: How much of this 
anticipated budget of yours do you anticipate using for exhibiting of 
European science exhibits? 

Mr. Evans. Within the plan, as I see it now, I would say less than 
10 percent. 

Mr. Roonry. That is almost a million dollars. 

Mr. Evans. No, sir, less than 10 percent of the exhibit costs, which 
are $3.200.000. 

Mr. Bow. What are you paying this man in Europe? 













Mr. Evans. GS-13, now. 
Mr. Bow. Is he on board now ? 
Mr. Evans. Yes, sir. 
Mr. Bow. In Europe? 
Mr. Evans. No, sir. He is in my office. He came on board yes- 
terday, or comes on board today. 

Mr. Bow. Are all of these people shown in positions fiscal year 
1960 now on board ¢ 

Mr. Evans. Yes, sir, except for the assistant to the Commissioner, 
who is not on board. 



















PERIOD OF OPERATION 





Mr. Bow. We were first told it was to operate in 1961-62. Now 
we see it is to operate only in 1962, is that right ? 

Mr. Evans. Yes, sir. 

Mr. Bow. When was this changed ? 

Mr. Evans. It was changed in October of 1959, sir. 

Mr. Bow. After the adjournment of Congress ? 

Mr. Evans. Yes, sir. 

Mr. Bow. I think I was right in the first instance. 

That is all, Mr. Chairman. 
Mr. Roonry. One question, Mr. Chairman: 


VALUE OF SITE 
























What is the value of these 6 acres? 

Mr. Evans. The value is reckoned at about $1,200,000, sir. 

Mr. Rooney. Thank you. 

Mr. Preston. Mr. Evans, I think it is apparent from the nature of 
the questioning here this morning that you are headed for trouble on 
the international aspect of this Century 21 Exposition. I do not 
know what experience you have had in Government before. I trust 
you have had some, but the flag is up. 

Mr. Evans. Yes, sir. 

Mr. Preston. And it is red. 

I think everybody in Congress understood this was to be an Ameri- 
can show and if we are going to put on German, Belgium, French 
exhibits in this costly building, it 1s going to bring the wrath of the 
American public on you and your organization, as well as on the 
Congress. 

Mr. Evans. Yes, sir. 

Mr. Rooney. Maybe we ought to get the General Counsel in Com- 






merce we were talking about yesterday to take a look at this and 
read the legislative history. 

Mr. Evans. We have, sir, a General Counsel, a staff man assigned 
to our Office. 

AUTHORIZATION FOR INTERNATIONAL PARTICIPATION 







Mr. Preston. Would you put in the record at this point the lan- 

guage of the act that you think imposes upon you a responsibility 

to introduce into this exhibit some aspect of international science? 
Mr. Evans. Was this language used in the presentation ? 

Mr. Mrizer. I don’t believe so. 
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Mr. Preston. You can put it in the record. 

Mr. Evans. May I read it? 

Mr. Preston. Yes, read it. 

Mr. Evans. This is a copy of the brochure which was prepared 
for presentation to the Congress. 

Mr. Preston. Do you have “— copies of it? 

Mr. Evans. I am sorry, sir, I do not. I can provide them to the 
members of the committee. 

Mr. Preston. Will you read the language? 

Mr. Evans. Yes, sir. 

“Foreign participation,” which is described on page 21 

Mr. Preston. Is that. in the law or the brochure? 

Mr. Evans. This is in the presentation, the history. This is not 
in the law. 

Mr. Preston. I am speaking of the law. 

Mr. Bow. When was this presented to the Congress? I never saw 
one of those. 

Mr. Evans. This act, Mr. Chairman, begins: 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the President, through an executive De- 
partment, or independent agency designated by him, shall cooperate with the 
Washington State World Fair Commission with respect to, and determine the 
extent to which the United States shall be a participant and exhibitor at the 
World Science Pan-Pacific Exposition. The purposes of such exposition are 
to— 


and then the pertinent quote is— 





(2) depict the role of science in modern civilization— 


and a pertinent paragraph which follows immediately : 





The President is authorized 


Mr. Rooney. If I may interrupt 
Mr. Presron. Should you interrupt before he finishes the reading! 
Mr. Rooney. Yes. I donot want to forget it. 

Is the State of Washington and this commission of theirs running 
this on an international scale? 

Mr. Evans. Yes, sir. 

Mr. Rooney. Are we, the Federal Government, including the tax- 
payers of the State of New York, participants in it insofar as showing 
the U.S. Government’s advances in science, or is it your contention 
that this language permits you to run the affair in an international 
way ? 

Mr. Evans. No, sir. I think it requires international participation 
and provides for it. I will read the lenguage which I think suggests 
that. 

Mr. Rooney. All right; please do. 

Mr. Evans (reading) 

The President is authorized by proclamation or in such manner as he may 


deem proper to invite the several States of the Union and foreign countries to 
participate or to take part in the exposition. 





This was done by a proclamation; that is, the invitation was ex- 
tended to 82 foreign governments by the President, the foreign gov- 
ernments with whom we have diplomatic relations. This was done in 
November of last year. 
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Mr. Preston. That is to participate in the exposition? 

Mr. Evans. No, sir. That is to participate in the exposition and by 
invitation of the Federal Government. 

Mr. Roonry. I never heard of this before. 

Mr. Preston. Here is what you say in your brochure: 

Foreign particpation: By Presidential proclamation all nations with whom 
the United States enjoys diplomatic relations will be invited to particpate in 
the exposition. 

Mr. Evans. Yes, sir. 

Mr. Preston (reading) : 

The selected theme messages of the exposition will be beamed particularly to 
the uncommitted nations of the Pacific realm. The act specifically excludes North 
Korea, North Vietnam, and Communist China. With Hawaii’s new statehood, she 


sits like a hub of this great Pacific wheel. The new State of Alaska is the 
keystone. 


Isthat the language you are relying on? 

Mr. Evans. No, sir. 

Mr. Presron. You are relying on what you just read ? 

Mr. Evans. This and the langu: age of the proclamation which the 
President sent to the foreign governments. 

Mr. Preston. Do you have the proclamation ? 

Mr. Evans. I donot have a copy of the proclamation. 

Mr. Rooney. If I may interrupt, Mr. Chairman, wasn’t the proc- 
lamation merely so that the President, as the head of the Federal 
Government, could invite foreign participation, rather than have the 
Governor of the State of Washington or the State of Washington’s 
commissioner invite foreign governments, since the latter, either of 
them, would have no standing in the premises ¢ 

Mr. Evans. Yes, sir. I think both were anticipated and contem- 
plated in the language of the proclamation; participation of both. 

Mr. Rooney. You just testified that you interpret this language or 
legislative history to mean that the Federal Government is running 
an international exhibtion. We thought that the appropriated money 
was for the benefit of the American taxpayer. 

Mr. Evans. It is, sir. 

Mr. Roonry. And not for the foreign governments. They should 
pay their own way in connection with this. 

Mr. Evans. They will pay their own way in alle xhibits which have 
a national characteristic. ‘That is to say, if they want to be labeled 
“Belgium” exhibit for Belgium purposes as determined by 
Belgium—— 

Mr. Rooney. Why should they want to do that when you are send- 
ing somebody all over Europe to have them participate in your 
building ? 

Mr. Evans. Because the man in Kurope will not be trying to 
answer the Belgian need directly but our needs in terms of displaying 
and illustrating the role of science in modern civilization. 

Mr. Roonry. Where did you get this one, Mr. Moore ? 

Mr. Moore. I don’t know. You gave it to us. 

Mr. Rooney. I did not. 

Mr. Preston. Do you contemplate making any charges to foreign 
nations to pl: ice ¢ exhibi its in our building ? 

Mr. Evans. No, sir: not for the space. 
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Mr. Preston. Now, you still haven’t produced any language. Do 
you have the proclamation ? 

Mr. Evans. No, sir. 

(The following was subsequently furnished for the record :) 


Worwp Scrence-PANn PAcIFIC EXPOSITION 
(Century 21 Exposition) 
By the President of the United States of America: 
A PROCLAMATION 


Whereas the World Science-Pan Pacific Exposition (Century 21 Exposition), 
to be held at Seattle, Wash., from May 1961 to October 1962, will commemorate 


the centennial of the physical fixing of the boundary line between the United 
States of America and Canada; and 


Whereas the exposition will also depict the role of science in modern civiliza- 


tion and will exhibit the varied cultures of the countries bordering the Pacific | 


Ocean; and 

Whereas the Congress, by an act approved September 2, 1958 (72 Stat. 1703), 
has authorized the President, by proclamation or in such manner as he may 
deem proper, to invite the several States of the Union and foreign countries 
to take part in the exposition; and 

Whereas such participation by the several States and foreign countries will 
contribute to the welfare of all participants by promoting domestie and inter- 
national commerce and furthering understanding among peoples through the 
interchange of scientific and cultural knowledge; and 

Whereas the Governor of the State of Washington will invite the several 
States of the Union to take part in the exposition: 

Now, therefore, I Dwight D. Eisenhower, President of the United States of 
America, do hereby authorize and direct the secretary of State to invite, on my 
behalf, such foreign countries as he may consider appropriate to take part in 
the World Science-Pan Pacific Exposition: Provided, That no Communist de 
facto government holding any people of the Pacific rim in subjugation shall 
be invited to participate. 

In witness whereof, I have hereunto set my hand and caused the Seal of 
the United States of America to be affixed. 

Done at the city of Washington this 10th day of July in the year of our Lord 
nineteen hundred and fifty-nine, and of the independence of the United States 
of America the one hundred and eighty-fourth. 

By the President: 


[SEAL] Dwicut D. EISENHOWER. 
U.S. SPACE AT BRUSSELS EXHIBITION 


Mr. Rooney. If I may interrupt again, Mr. Chairman, we had to 
pay for our space at the Brussels exhibition, didn’t we? 

Mr. Miuuer. That is right. 

Mr. Rooney. We not only had to pay for our own space, but we 
had to pay Belgium taxes on the construction of our building, did 
we not ? 

Mr. Preston. That is right. 

Mr. Miurr. That is right. 

Mr. Preston. And then give them the building when it was over! 

Mr. Rooney. That is right. 


LOCATION OF AMERICAN BUILDING 


Mr. Preston. Point out on this diagram the location of the Ameri- 
can building. 
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Evans. There is a road here, and this is the 614 acres, this area. 
Preston. Where is the 614 acres, in which quadrant ? 
Evans. All of this area, sir. 

Mr. Moore. That is the closest to town, as I remember. 

Mr. Evans. Yes, sir. The access road to the city would be here 
[indicating]. 

Mr. Preston. There are buildings located on this property at the 

resent time ? 

Mr. Evans. No, sir. They have all been razed. This land has been 
condemned. FE xcept for existing structures which have been left for 
the purposes of the exhibit, this w rill be cleared. 

Mr. Moore. It will become a civic center, will it not ? 

Mr. Evans. Yes,sir. That is the purpens of it. 

Mr. Preston. When can you produce the Presidential proclamation 
language that you contend justifies the exhibit of foreign science in 
our building ? 

Mr. Evans. Which provides for it? 

Mr. Preston. Yes. 

Mr. Evans. Yes. I can produce that in 5 minutes. 
minutes to get over and back 

Mr. Preston. We want it just as soon as it arrives. 


It may be 10 


FINANCIAL PLAN 


Do you have a breakdown on how you plan to spend this $9 million ? 
Mr. Evans. Yes, sir. 
Mr. Preston. We will insert in the record at this point the cost 
estimates now being handed out to the members of the committee. 
(The information follows :) 
Cost estimates by activities 








| Fiscal | Fiscal Fiscal | Fiscal Fiscal 
| year | year year | year year | Total 
} 1959 | 1960 1961 | 1962 1963 
i; Oe CONSICCIOR i ee : FOR O00 ia gem Gee be cate oe) 3, 726, 000 
si Ae shee : a Sceatenaied ciontas 
(a) Construction costs _ _.- RCL tasaneeues aoe |3, 450, 000 | 3, 450, 000 
(b) Architect's fee and GSA fee_ = 164, 000 112, 000 |----------|---------- 276, 000 
| : . : . | a j 
2, Exhibit construction and operation. | 311,400 |3, 385,840 | 329,620 | 464,930 | 4, 491, 790 
(a) Exhibit construction_...._.___- im _-| 58,000 /3, BOO ee beeen cca ; 3, 208, 500 
(b) Exhibit design. -.-.........-- 2 1 ONY Roe seh ee c 224, 600 
(c) Operational personnel and | 
a es eS --| 28, 800 | 95, 340 | 196,620 | 160, 530 481, 290 
(d) Transportation. = cigiea x 7 oy 140,000 | 87,000 | 227,400 454, 400 
(e) Maintenance, utilities, “modi- | 
NS oe cs =f | 46, 000 37,000 |} 123,000 
3. Program direction and operation._____- |---------- 136, 445 | 225, 186 276, 453 14, 126 | _ 782, 210 
NEE a = a - 
(a) Personal services. ......----- =o _..| 118,814 | 192,777 | 193,073 “19, 366 | 624, 030 
(0) Other administrative costs ae --| 17,631 | 32,409 83, 380 | 4, 760 158, 180 
DOM icciannsvecnnsncn eae 611, 845 |7, 173,026 | 606,073 609, 056 | 9, 000, 000 
ca a 


50435—60——_8 
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LEGISLATIVE HISTORY 


Mr. Bow. Mr. Chairman, one of the sponsors of this bill last year 
in the debate referred to what I think is significant on this question 
of European participation, and that is Mr. Pelly, on page 14857 of 
the Record of August 18, 1959, said this: 

As my colleagues are aware, last year the Congress passed legislation pro- 
viding that the President, through an executive department, determine and 
report back to the Congress the extent to which the United States should be a 
participant and exhibitor in this co-called Century 21 Exposition opening May 
10, 1961, and closing October 1962. 

You will note there it says the original act of the Congress was that 
the President should determine to what extent the United States 
should be a participant and exhibitor. 

Mr. Evans. Yes, sir. 

Mr. Bow. There was nothing in that language of that law which 
said the President should determine to what extent other nations 
should participate with us. 

Mr. Evans. Yes, sir. 

Mr. Bow. There is nothing in the debate of that date, of August 
18, 1959, which would indicate to anyone anything except the fact that 
it would be purely an exhibit of the United States. In fact, they 
point out that it would be exhibits by the Department of Health, Edu- 
cation, and Welfare, Department of Agriculture, the Atomic Energy 
Commission, the National Science Foundation, the Defense Depart- 
ment, Federal Aviation Agency, and the Department of Commerce. 

Mr. Evans. Yes, sir. 

Mr. Bow. The legislative history that you speak of shows that it 
is the participation of the United States as an exhibitor and also in 
the legislative history it outlines the Departments that will partici- 
pate. I do not believe you can find anyplace in the debates on this 
that there was ever any indication given to the Congress, at least to 
the House, that there was to be any participation by foreign countries 
under the auspices of the United States or under any appropriation 
that we might have. 

I took some time on this bill on the floor and both in this debate 
and the one the year previous and, as I recall it, the whole theory was 
that this was the one opportunity for this country to show its advance 
in the sciences. 

Speaking only for myself, under these circumstances, 1f your man 
just came aboard yesterday, who is to be your European representa- 
tive, I would certainly change his title and keep him at home. 

Mr. Evans. May I comment, sir, on the history? The President in 
the presentation which was made to the Cabinet, and the National 
Science Planning Board, which is a group of 23 prominent American 
scientists who have given advice as to the development of the scien- 
tific program, both felt that an effort should be made by the U.S. Gov- 
ernment not to suggest by our exhibit that science, or not to create as 
an exhibit, a competitive national exhibit—that is, to put ourselves in 
competition with the Soviet Union or with Belgium or England in 
terms of our pavilion versus theirs—because they felt that would be 
contrary to the spirit of science and contrary to the purposes of the 
exposition. The second category exposition, Which this is, as you know, 
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does not provide for the construction of separate buildings by all other 
nations and it is not required by the law. 

We were anxious, as the Government and the President were anxious, 
not to have a competitive sense to the scientific exhibits. 

Mr. Bow. Then as I understand it, the things that were given to 
the Congress were given to us in order to pass the legislation ‘and the 
manner in which the fair was going to be operated was determined by 
somebody else and the plans given to us have been scrapped and you 
are going ahead now on the basis of something these scientists have 
dreamed up. Isthat right ? 

Mr. Evans. No, sir. I think everything we are doing is consistent 
with what was intended with respect ‘to the presentation ‘of science and 
the law. 

Mr. Bow. Again I come back to the fact that there was nothing in 
the presentation that said you were going to set this up for the exhibit 
of foreign nationals. Where does that come from? What is the 
genesis of that ? 

Mr. Evans. I do not have the legislative history here, so I cannot 
pick it out for you. 

Mr. Bow. You spoke about legislative history. I assumed you knew 
what you were referring to. 

Mr. Moore. Wasn't it outlined in the Senate? 

Mr. Evans. Lamsureit was. Ido not have it chapter and verse. 

(The following was subsequently furnished for the record :) 


COORDINATION WITH THE DEPARTMENT OF STATE 


Since many nations will be interested in the exposition, and since scientific 
advance is international in scope, the Department of State has an interest in the 
activities which are taking place at Seattle and which will be publicized through- 
out the world. The staff of the Secretary of Commerce, therefore, has been 
in close liaison with the Department of State, specifically the office of the Secre- 
tary’s science adviser and the Office of the Assistant Secretary for Public Affairs. 

The Department of State has under study a method of inviting foreign nations 
to participate in the exposition in general, and foreign scientists in the science 
center in particular. In the latter case, the plan calls for foreign scientists 
to be invited to partictipate in specific areas of a particular science and such 
participation will be integrated into certain basic science exhibits. Space for 
the installation of their contributions in the science area will be in the U.S 
building, and be completely controlled by the United States. 

Thus, the plan for Federal participation has been prepared as directed by 
Public Law 85-880. There has been a coordination within the executive branch. 
Foreign policy aspects have been thoroughly considered. The executive branch 
has cooperated with the exposition officials and the mutual exchange of plans 
and ideas has helped plan both a better exposition and a better plan for Fed- 
eral participation (hearings before the Committee on Appropriations, U.S. 
Senate, 86th Cong., 1st sess., ““Mutual Security Appropriations for 1960,” p. 856). 

Mr. Preston. I doubt you are going to find the chapter or the verse, 
Mr. Evans. You are re lying on the language that the President was 
authorized to invite foreign nations to participate in the ex ‘position. 

Participating in the exposition is one thing; putting exhibits in 
American buildings, built by American taxpayers, is another thing. 
That is where we draw the distinction. 

Mr. Evans. I understand. 

Mr. Preston. Whatever they decided in the Cabinet about a com 
petitive matter is something new to us. 
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Mr. Evans. I would not like to suggest that there is any difference 
or that I have separated what I considered to be the legislative history 
from what was said there. In my reading of the full background 
and development—and it may be stressed more in the Senate hearings 
than in your own—the idea of international participation and in 
working with the Science Planning Board, this idea is certainly ex- 
pressed again and again throughout all of the background papers. 

Mr. Preston. If we are simply going to pick up the check for 
creating an international science exhibit, we have been taken advan- 
tage of. 

Mr. Evans. I can assure you that this will not seem to be or be in 
fact an international science exhibit at the expense of the United 
States. This will be a science exhibit which may include within it a 
small part which reflects the international character of science, not 
national exhibits but the fact that many nations are aproaching the 
problems of mankind through their scientific disciplines in an attempt 
to resolve them. 





PARTICIPATION BY SOVIET UNION 


Mr. Presron. Will there be anything in this exhibit from the Soviet 
Union ? 

Mr. Evans. That has not been determined, sir. 

Mr. Preston. Not been determined / 

Mr. Evans. No, sir. 

Mr. Preston. Is it possible that there might be? 

Mr. Evans. It is possible. 

Mr. Preston. Have you conducted any negotiations with anybody 
yet from the Soviet Union on this point ? 

Mr. Evans. No, sir. 

Mr. Preston. The language of the act does not preclude that, I see. 

Mr. Evans. No, sir. 

Mr. Preston. It simply says: 

Provided, That no Communist de facto government holding any people of the 
Pacific realm in subjugation be invited to participate. 

That is strange language, that we would preclude Communist de 
facto governments and yet under the law permit the Soviet Union 
to participate in this exhibit, and actually put an exhibit in our build- 
ing. 

The House Appropriations Committee had no opportunity to hold 
hearings on this matter and it was settled in a conference, in which 
the main objective was to establish a figure for the ICA appropriation. 

Let’s come down to a little more finality and a little more definite- 
ness, Mr. Evans. 

Mr. Rooney. Will the gentleman yield ? 

Mr. Preston. Yes. 


OBJECTIVES OF FEDERAL GOVERNMENT 


Mr. Rooney. I am looking at this brochure entitled “Century 21 
{xposition” and I find at the first page the following: 


The principal objectives of the Federal Government are threefold: (1) To show 
to the people of America and the world the benefits mankind may derive, most 
profitably, from the recent rapid advances in the field of science; (2) to show 
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how these accelerated advances intensify the responsibility of nations and indi- 
viduals to live together under law and order; (3) through the medium of a great 
dramatic, highly authentic, scientific exposition, to enthuse the youth of this 
country with the thrill and the excitement of a career in science. 

The Congress, through Public Law 85-808, has provided the mechanism to 
determine how to accomplish these objectives. The President designated the 
Department of Commerce, with the advice and counsel of the Department of 
State and the National Science Foundation, to prepare a plan for Federal par- 
ticipation for presentation to the Congress. 

You would not take that language to mean that we should show 
Belgian advances in science, would you? Doesn't it mean American 
advances in science / 

Mr. Evans. I don’t think so; no, sir. 

Mr. Rooney. You disagree with that ? 

Mr. Evans. I would not n: arrowly define it that way. 

Mr. Roonry. Do you disagree w ith that ? 

Mr. Moore. I am sure that was not the intention of whoever put 
that in to limit it to American participation. 

Mr. Roonry. I will read it again. 

The principal objectives of the Federal Government— 
meaning this Government 


are threefold: (1) To show to the people of America and the world the benefit 
mankind may derive profitably from the recent rapid advances in science. 


You take that to mean other governments ? 

Mr. Moore. Yes, sir. 

Mr. Rooney (reading) : 

(2) To show how these accelerated advances intensify the responsibility of 
nations and individual to live together under law and order. 

Would you take that to be international, too? 

You nod your head, Mr. Evans. 

Mr. Evans. Yes, sir. 

Mr. Rooney. You do; and- 

(3) Through the medium of a great dramatic, highly authentic, scientific 
exposition, to enthuse the youth of this country with the thrill and the excite- 
ment of a career in science. 

Would you think that was international, too? 

Mr. Evans. No, sir. 

Mr. Rooney. That is all, Mr. Chairman. 


PARTICIPATION BY THE SOVIET UNION 


Mr. Preston. In order to bring this down to a little more definite 
status, Mr. Evans, the answer you gave to a question a moment ago 
leads me to suspect that there is a strong probability that in this build- 
ing built by American dollars that there will appear some scientific 
exhibit by the Soviet Union. Would you be willing to hazard a state- 
ment this morning as to whether there will or will not be? 

Mr. Evans. Yes; I would. I think it is possible, but at the moment 
not likely, because that would be very difficult to have such an exhibit. 

Mr. Preston. Do you think it would be desirable ? 

Mr. Evans. Yes; in the sense that, if we could avoid by including 
some exhibit under our control from the Soviet Union in our presenta- 
tion of science the way we want to present it, and thereby avoid the 
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Soviet Union creating a separate pavilion or exposition of its own 
on a competitive basis to try to suggest what the Russians might want 
to suggest, I would prefer that we controlled what they do, rather 
than they. 

Mr. Preston. Of course, you and I know that we aren't going to 
control anything the Soviets do. 

Mr. Evans. In our pavilion, sir, we are. 

Mr. Preston. We have not managed to do that thus far. 

Mr. Evans. I will assure this committee that we will control any- 
thing that is put in our pavilion or invited, and I should stress that 
nothing can be put in our pavilion that is not there on our invitation 
and under our own, or as a result of our own diplomatic negotiations, 

Mr. Preston. Have you at any time, with your staff, discussed the 
desirability of having any scientific exhibit on the part of the Soviet 
Union included in the building ? 

Mr. Evans. Yes, sir. 

Mr. Preston. And what resolution did you reach thereon / 

Mr. Evans. Our discussions centered mainly on problems connected 
with it. Seattle is a closed city. Any exhibit from the Soviet Union 
would be required to be desirable from the national policy view of 
our Government and of theirs that the scientific exchange be desirable, 
and that the Russians agree to what we would want and we think that 
may be unhkely. 

Mr. Suentiey. Will the Chairman yield at that point / 

Mr. Evans, a while ago in response to a question asked by the chair- 
man, you said that you and your staff have conducted no negotiations 
to secure a Russian exhibit. Do you have any knowledge of any 
other department of the Federal Government having made any con- 
tact. or conducted any negotiations for such an exhibit or whether or 
not the State Department or any other Department of the Federal 
Government have made any overtures or had any discussions along 
this line? 

Mr. Evans. Yes, sir. Participation in the Century 21 Exposition, 
without definition as to our pavilion or the state pavilion, as I under- 
stand it, was discussed between representatives of the Soviet Union 
and the Department of State in November, with apparently no ini- 
tiative on either side to develop such an exhibit. We had not, and 
we have not to date initiated any talks looking toward that participa- 
tion. 

We have, and I have personally, discussed with the Department of 
State the procedures which would be followed to insure that any par- 
ticipation in our pavilion by the Soviet Union would be consistent 
with our national policy, with the policy of the State Department. 

It would be that negotiations would be conducted through the State 
Department and that it would be agreeable to all the executive agen- 
cies and consistent with the purpose of the law. 

Mr. Suettey. Thatisall I have, Mr. Chairman. 

Mr. Preston. Mr. Horan? 

Mr. Horan. This is for my State. 

I just. want to say, Mr. Evans, that you have done all right. You 
happen to be talking to some fellows on the House Appropriations 
Committee who know something about world fairs. I guess you have 
found that out. 
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Mr. Evans. I have sir. 

Mr. Horan. I think you have done all right so far. As I under- 
stand this, of course, the Federal Government has required partici- 
pation of the Commerce Department and the law requires allocation 
of this 614 acres of rather valuable land within the environs of the 
city of Seattle to the Federal Government. 

Mr. Evans. Yes, sir. 

Mr. Horan. It is to remain property that can be disposed of later, 
but possibly it would be used for Federal use afterwards? 

Mr. Evans. That is right. 

Mr. Horan. There is a possibility of saving some rental in Seattle; 
is there not ¢ 

Mr. Evans. Yes, sir. The 326,000 square feet that is now being 
rented was, in the legislative history, one of the points brought up and 
the Congress suggested that this might be a means of saving some 
of that money, the secondary use of this building. 

Mr. Horan. Of course, I do feel that the city of Seattle is in a 
rather strategic location, especially with the admission of Alaska to the 
Union and it might impose additional efforts because of that. 

That is an assumption on my part but I think that is true. 

Mr. Evans. Yes, sir. 

Mr. Horan. I myself, Mr. Chairman, am a little bit confused. ALI 
we are doing is participating in sort of a world’s fair and the Federal 
(iovernment’s participation is to be located on 614 acres, and the money 
that has already been appropriated is to be used for this Federal staff 
that you have before us here. 

Mr. Evans. Yes, sir. 

Mr. Horan. And for their employment. 

The construction of the building is included; is that right ? 

Mr. Evans. Yes; and the exhibit. 

Mr. Horan. That is the extent of it. 

The questions that have been asked will have to be answered very 
definitely. I do not know the answers myself, but I think your dis- 
cussion here this morning should be valuable to you as a guide, to 
show you the way some of these gentlemen feel about it. 

Mr. Evans. Yes, sir. 

Mr. Horan. Personally, I think you have got this pretty much in 
order. I am not too worried about it. 


That is all, Mr. Chairman. 
TOTAL COST OF EXHIBITION 


Mr. Tuomas. Mr. Chairman, is there a figure in the record indicat- 
ing the total cost to everybody involved for this fair? 

Mr. Preston. Not yet. 

Mr. Toomas. What is the figure? 

Mr. Moors. I don’t know that anyone knows the total cost of the 
fair including the State and city. 

Mr. Evans. No, sir. 

Mr. Tomas. How much has the State or city obligated themselves 
for? 

me: Evans. $15 million has been appropriated, 714 from the city, 

> from the State, for site development, et cetera. 
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Mr. Tuomas. In addition to the nine by the Federal Government? 
Mr. Evans. Yes, sir. 


DIVISION OF LAND AND BUILDINGS 


Mr. Creperserc. Do I understand the total area is 78 acres? 

Mr. Evans. Yes, sir. 

Mr. CeperserG. The Federal Government has 61 6 acres, on which 
we will spend all of our appropriation on that 614 acres? 

Mr. Evans. Yes, sir. 

Mr. Ceperserc. What are they going to do with the rest of the land! 
Will various countries build their own buildings the same way the 
Federal Government is / 

Mr. Evans. They will be invited either to participate in renting 
space, constructing small exhibit space, participating in the State 
building, which is a building somewhat larger than ours, but it is 
130,000 square feet of new exposition building, in the armory where 
commerce and industry from foreign countries will be exhibited and 
in art centers and cultural area 

Mr. Crpersera. You say the State and city have a building of 
130,000 square feet 

Mr. Evans. The State pavilion. 

Mr. Ceperserc. Will we be exhibiting in that as well ? 

Mr. Evans. No, sir. 

Mr. CeperserG. Who will be exhibiting in that? 

Mr. Evans. Foreign nations, States, and industries. 

Mr. Ceperserc. They will invite foreign nations to participate in 
their State building? 

Mr. Evans. They have been invited by the same proclamation. 

Mr. Crperserc. By the same proclamation the Soviet Union might 
exhibit in the State’s building? 

Mr. Evans. Yes. 


STATE AND CITY STAFF 


Mr. Crperserc. Could you tell me how large a staff the State and 
city have? I assume it is a cooperative staff, in running the entire 
exhibition? Do you have any idea how many they have on the pay- 
roll now? 

Mr. Evans. I do not have it here. I have a report from them, a 
complete report on their activity and their staff. It is considerably 
larger, much larger than ours, but I do not have those details. 

Mr. Ceperserc. If there is no objection, I would like to have you 
insert that in the record. 

Mr. Evans. All right, 
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(The information follows :) 


CENTURY 21 EXPOSITION 


Staffing schedule—November 10, 1959 


Exposition director 

Assistant to the exposition director 

Administrative director 

Publicity director 

Underwriting director 

Managing director 

Secretary and administrative assistant 

Director of exhibits 

Administrative assistant 

Coordinator U.S. industry exhibits 

Coordinator international exhibits 

Clerk-typist 

Secretary 

Project manager U.S. industry (2) 

Project manager international exhibits 
(2) 

Consultant State exhibits 

Coordinator State exhibits 

Coordinator Washington State exhibits 

Clerk-typist 

Secretary 

Coordinator boulevards 
Asian exhibits 

Secretary 

Project manager 

Director of concessions 

Secretary 

Coordinator rides and amusements and 
concessions 

Coordinator food and beverage 

Project managers (2) 

Secretary 

Director of operations 

Secretary 

Coordinator site development 

Secretary 

Staff architect 

Secretary 

Supervising engineer 


of world and 


Staff draftsman 

Staff draftsman 

Project engineers (2) 

Coordinator of logistics 

Secretary 

Manager, freight and warehousing 

Warehousing assistants (2) 

Inventory clerk-typists (2) 

Manager, traffic, parking and transpor- 
tation 

*arking-lot foreman 

Parking-lot assistants (3) 

Manager, permits and passes 

Assistant manager, permits and passes 

Clerk-typists (2) 

Clerk-typists (2) 

Coordinator of operational services 

Manager of security services 

Security assistants (2) 

Manager of ground services 

Service assistants (2) 

Director of cultural arts 

Secretary 

Coordinator of visual arts 

Secretary 

Project manager 

Coordinator of C—21 stadium 

Secretary 

Project managers (2) 

Coordinator of performing arts 

Secretary 

Project managers (2) 

Clerk-typist 

Supervisor, exhibit information 

Special legal assistant for concessions 
and regulations 

Secretary 

Art director 

Design assistant 


Secretary Draftsman 
Staff draftsman Draftsman 
STATES 


Deputy Commissioner, C-21 Coliseum 
Secretary and administrative assistant 
Area managers (5) 

Secretaries (2) 

Secretaries (2) 


Clerktypists (2) 
Project managers (2) 
Project managers (2) 
Miscellaneous staff (5) 


Mr. Ceperserc. It is considerably larger than your staff and they 


are already working on the project ? 


Mr. Evans. Yes, sir. 
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CONSTRUCTION BY FOREIGN GOVERNMENTS 


Mr. Cepersnerc. Are foreign countries invited to build on some of 
those sites / 

Mr. Evans. That is being discouraged. They do not want foreign | 
governments to build buile lings for the reason I mentioned. The lay 
and the legislative history are trying to get away from international 
competition, particularly in the field of science, because they think 
that would be inconsistent with our own national policy and efforts 
with respect to science. 

Mr. Creperserc. We will be the only nation at the Seattle Exposi- 
tion, Century 21, that will build their own building, other than the 
State and the city? 

Mr. Evans. I am not sure of that. I would say that that is likely. 
The other nations may want to build them. I am sure they won't be 
prevented from it, but, as I say, I think they are trying to discourage 
competitive building. 

Mr. CeperserG. It might have been helpful if they had built our 
building too and we could have rented space from them afterward 
We might have saved a little money. I don’t know. 


That is all the questions T have. 
Mr. Preston. Mr. Michel? 


DUPLICATION OF EXHIBITS 


Mr. Micne.. Mr. Evans, if you do not have competition in mind, 
vour overall administrators then are going to make sure that there 
are not two countries, if there is this foreign participation, with the 
same kind of a scientific gadget. or whatnot exhibited ? 

Mr. Evans. That is our responsibility and we worked toward that 

very end, yes. 

Mr. Micuen. So that there won't be, for example, two or more cream 
separators from different countries ? 

Mr. Evans. That is right. 

Mr. Micuer. Who will determine which is the best one that ought 
to be in that exhibit, then? 

Mr. Evans. We will. 

Mr. Micner. And if you invite the Russians to participate, do you 
tell them precisely what kind of a gadget you want them to exhibit! 

Mr. Evans. Yes, sir. 

Mr. Ceperserc. Will you yield, Mr. Michel ? 

Mr. Micuer. Yes, sir. 


CONTROL OF EXHIBITS IN STATE BUILDING 


Mr. CrepernerG. What authority do you have to tell them what. will 
go in the State building? 

Mr. Evans. None at all. 

Mr. Creperserc. If we do not allow it in our building they can 
place it in the State building? 

Mr. Evans. So far as I am concerned, I have no authority in that 
direction. So far as the Department of State is concerned, national 
policy will dictate whether or not they negotiate for anything in the 
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State building, what that is, and as I say it will have to follow this 
East-West contacts procedure, which is quite difficult. 

Mr. Micuen. If you invite the Soviet Union to participate, and you 
say you are not sure that another country will not want to build its 
own building, what if the Soviet Union came back and said, “We 
would like to build our own building. 

Mr. Evans. The legislative history which the State of Washington 
has helped develop because of its interest in the exposition, and my 
conferences with them, would indicate that they would not permit the 
Soviet Union to build a competitive building with the Federal exhibit. 

Mr. Miciuen. So we just have the State’s assurance that this will 
not come about. 

Mir. Evans. Yes, sir. I am confident that it will not on the basis 
of their intentions and the methods by which they are proceeding 
and the controls which govern our East-West contacts. 


AGREEMENTS BETWEEN STATE AND FEDERAL GOVERN MENTS 


Mr. Sueciey. Mr. Evans, at this point of your work on this subject 
matter, has there been drawn up or entered into any formal agree- 
ment of operation or handling such contingencies as those about 
which we are now talking between the Federal Government and the 
State of Washington ? 

Mr. Evans. Ido not follow you, six. 

Mr. Suetiey. Is there anything in writing, or any agreement, now 
existing between the Federal Government and the State of Washing- 
ton as to how the exposition should be conducted, who should be 
admitted or allowed to enter displays or exhibits, and is there any 
provision in W riting for setting up a selection board ? 

Mr. Evans. No agreement between us and the State. 

Mr. Suetiry. Is there anything contemplated that such a step 
should be taken / 

Mr. Evans. Not formally; no, sir. The law provides for continuing 
and close cooperation with Century 21 Corp. by the office of the com- 
missioner. That has been arranged for. 

Mr. Suetiey. Then all you or your staff will have control over will 
be the Federal building ? 

Mr. Evans. Yes. sir: the Federal area. 

Mr. Suetiey. The Federal area which includes the building ? 

Mr. Evans. That is right. 


GENERAL CONTROL OF EXHIBITION AREA 


Mr. Sueviry. And the Century 21 Exposition Corp. will probably 
have general control over all of the exposition area; will they not? 

Mr. Evans. Yes, sir. 

Mr. Suetiey. And you will be to some extent bound even by their 
policy: is that not so? 

Mr. Evans. Yes, sir. 

Mr. Sueviey. Is that not a natural deduction ¢ 

Mr. Evans. Yes, it is. 

Mr. Sueutiry. And the State of Washington will have its building 
and its exhibit and it will have the complete authority to determine 
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what persons, what governments, what corporations, what business 
firms, and what individuals will have exhibits in their area, subject 
to such restrictions as might be placed upon them by the Century 21 
Exposition Corp. ? 

Mr. Evans. And the Government, since the Government would 
have to conduct negotiations with other governments. 

Mr. Suetiry. I come back again—lIs there at this time anything 
in writing which has the agreement of the State of Washington and 
the city of Seattle and the Century 21 Exposition Corp. that the 
Federal Government will have the final say in foreign exhibits? 

Mr. Evans. No, sir. 

Mr. Suetiey. Don’t you think that perhaps such a step should 
be taken / 

Mr. Evans. I think it would be agreeable to Century 21 Corp. to 
have such a step taken. 

Mr. Suetiey. At least do you not think that this matter should be 
clarified now as to where the authority rests? 

Mr. Evans. Yes, sir. 

Mr. Suwevitey. Otherwise you may have a many-headed monster on 
your hands. I say this with a little experience having been on the 
executive committee of the exposition in San Francisco in 1939 and 
1940 where we bumped into some similar problems just before opening. 

Mr. Evans. I am going to Seattle on Wednesday. I will suggest 
that to them and start that in motion. 

Mr. Preston. Mr. Michel? 

Mr. Micuex. The interrogation of the gentleman from California 
pretty well expresses my feelings. 


BACKGROUND, ACTING COMMISSIONER 


Mr. Preston. The committee would be interested in having a brief 
background statement about yourself, Mr. Evans, since you are to 
administer this $9 million for the Government. 

Mr. Evans. My background starts in Seattle, Wash. I was educated 
in Australia and the United States. I graduated from Washington 
University with a BA and MA in English. I spent 2 years teaching 
at the University of Washington in the English Dasstinen. 

I spent the following 2 years in Europe as a correspondent for two 
Hearst newspapers, Seattle Post Intelligencer and the Milwaukee 
Journal. 

Following my return from Europe I became the director of the 
World Affairs Council of Seattle. 

I joined the staff of the radio and television NBC outlet KLMO 
in Seattle as an analyst and commentator. 

I later joined their television staff as a program producer and di- 
rector and moderator, keeping at the same time the responsibility 
with the World Affairs Council and the radio section. 

In 1956 I left that job to run for Congress as a Republican candi- 
date for Congressman at Large in the State of Washington. TI Jost. 

Shortly afterward I joined the Foreign Commerce Section of the 
Department in the International Trade Fair program. I went to 
Poznan, Poland, with the First Trade Fair that we had behind the 
Tron Curtain in 1957 in the first part of the year and to Izmir, Turkey, 
during the second part of 1957, again at the Trade Fair. 
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I returned to the Department, was invited to become special assist- 
ant to the Secretary of Commerce with particular responsibility for 
the Cabinet Committee on Trade Policy. 

Up until I had this assignment I was the staff man for the Cabinet 
Committee on Trade Policy *y. Iwas also the staff man for the Cabinet 
Committee on Crude Oil Imports. 

In April of last year, in addition to those two duties, I became the 
special assistant to Secretary Weeks as an administrator and confi- 
dential assistant. 

I carried on as special assistant to Secretary Strauss when he was 
in office and then subsequently with Secretary Mueller. 

It was in the first or second month of Secretary Mueller’s tenure in 
office that I was appointed to this responsibility. 

Mr. Bow. Will you please furnish iis the record a statement show- 
ing the amount of travel anticipated out of this fund and who on 
the present staff expects to travel abroad ? 

The amount of $96,980 has been estimated to be required for travel 
of the staff, the design consultants, and the technicians and scientists 
assisting this program during the 214 years from November 1959 
through April 1963. 

Mr. Philip M. Evans, Acting Commissioner has made one trip to 
Paris to confer with the Bureau of International Expositions. Mr. 
William Phillips will travel to Paris in connection with his duties as 
the European Representative. Although there are no firm plans for 
any other future foreign travel, it may be determined necessary for 
the Acting Commissioner, Deputy Commissioner, or Design Coordi- 
nator to travel abroad. 

Mr. Preston. If there are no further questions, gentlemen, that 
concludes the hearings on Century 21. 

Mr. Evans. Thank you, sir. 


Turspay, JANUARY 12, 1960. 
AVIATION WAR RISK INSURANCE REVOLVING FUND 
WITNESS 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Program and financing 





1959 actual | 1960 estimate |1961 estimate 





Programs by activities: Administrative expense (total costs— 





obligations) ee . poh oe aie ade re $277 %6, 400 $200 

Financing: anna ana 
Amounts becoming available: Revenue and receipts: 

Fees for issuance of binders. _- dig eat ducted ae tel 600 26, 600 1, 000 

Unobligated balance brought forward... pet en ecannicenaeoest 323 | 20, 523 

| Sue RS -| ————_ -——_ — — | ———— — —— 

PE MOUEA CRTAOINLES ARI on wa | 600 | 26, 923 21, 523 

Capital transfer (payment of profits to Tre BEET Cree ne caclacahsusatesenctencant —21, 323 

Unobligated balance carried forward_................___-. —323 —20, 523 at ole 





Financing applied to program_........-- ahs idchanl 277 | 6, 400° 200 
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Sources and application of funds (operations) 


1959 actual | 1960 estimate | 1961 estimate 


Gross expenditures (funds applied): Expenses-.-- se $277 $6, 400 $200 
Receipts from operations (funds provided): Revenue_...-- 600 26, 600 1, 000 
eae BRUIN I oe oe eo in ccc eink <nenaawnd —323 —20, 200 —800 


Revenue, expense, and retained earnings 


1959 actual | 1960 estimate | 1961 estimate 


Revenue_. ; 3 $600 $26, 600 $1, 000 
Expense _. : 277 6, 400 200 
Net income for the year__- saath ‘ 323 20, 200 800 
Analysis of retained earnings 
Retained earnings, beginning of year_.___._- hire 323 20, 523 
Payment of profits to Treasury (—)_....---- * ’ , sue — 21, 323 
Retained earnings, end of year__....-._.-. patna thbeseke 323 1 eee ee 


1959 actual 1960 estimate | 1961 estimate 


PEs IO SOLU TD OORENY © ois a ecw ease ; $333 $20, 523 oa 
Government investment: Retained earnings_-_-_-_-- Re ae 323 20, 523 x 

NOTE Not included above, contingent liability in the event of national emergency and the issuance of 
nsurance policies on binders in existence is estimated to be: June 30, 1959, $6,400,000; 1960, $548,600,000; 


1Y61, $548,000,000, 


Status of certain fund balances 


1958 actual 1959 actual 1960 estimate | 1961 estimate 
Unexpended balance Cash.. = $323 $20, 52. 
Unobligated balance ea ace asaet ee 2 323 20, 523 


1958 actual | 1960 estimate | 1961 estimate 
01 Personal services: Other personal service $5, 000 
02 Travel $277 00 oo 
06 Printing and reproduction_ - 1, 000 $200 
08 Supplies and materials : : 200 en 
Total obligations__. ‘ ; 277 6, 400 200 


Mr. Preston. Mr. Nielson, will you insert in the record at this point 
a statement of the aviation war risk insurance revolving fund? 

Mr. Nretson. Yes, Mr. Chairman. 

Mr. Preston. Are there significant changes in it that should be 
brought to our attention ? 

Mr. Nretson. No; I don’t think so. This has been before the com- 
mittee on a number of occasions and I see no particular changes at 
this time. We will be happy to insert that statement. 
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(The information follows :) 


PURPOSE OF INTERIM BINDER PROGRAM 


Public Law 47, as amended, approved June 14, 1951 (65 Stat. 65), and restated 
in the Federal Aviation Act of 1958, empowers the Secretary of Commerce to 
provide aviation war risk insurance, if it is not available from commercial 
sources on reasonable terms and conditions, in order to prevent the suspension 
or delay of necessary air transportation services beyond the domestic United 
States because of the lack of such insurance. The 1959 and subsequent year 
appropriations acts have enabled the Department to implement the provisions 
of the above act, and an interim binder program is now underway. 


BASIS FOR LANGUAGE 


The law requires that all money transactions of the aviation war risk insur- 
ance program be within a revolving fund in the Treasury of the United States 
(see. 1306). Section 1807(f) further requires that a budget program for this 
revolving fund be submitted annually as provided for wholly owned Government 
corporations by the Government Corporation Control Act as amended (31 U.S.C. 
841). Section 849 of that Act requires that the revolving fund budget program 
transmitted by the President to the Congress shall be considered, and legisla- 
tion shall be enacted, authorizing necessary expenditures from the revolving fund 
or operating and administrative expenses. This provision requires that an ap- 
proval must be obtained from Congress before assets in the revolving fund may 
e used to pay administrative expenses, no matter how slight. 


ESTIMATED RECEIPTS OF THE FUND 


The current year estimate of approximately $27,000 assumes the issuance of 
insurance binders sufficient to cover the entire Civil Reserve Air Fleet (CRAF) 
vhich currently numbers 264 aircraft. Estimated receipts in the budget year 
anticipate the issuance of binders sufficient to cover nominal replacement of 
aircraft in the CRAF., 

ESTIMATED EXPENSES 

The current year estimate of expenditures is related to the initial impact of 
extending coverage to. the entire CRAF which, due to the newness of the pro- 
gram, is expected to necessitate a considerable diversion of time of the various 
staff units contributing services to this activity. The budget year estimate of 
expenditures assumes that, having established criteria for the administration 
fthe program, recurring expenses will be very nominal. 


Summary of financial activity (July 1, 1958, through Nov. 30, 1959) 


Receipts from binders (15 at $100)___-___ 


mite esd cig sacas a ccd Seca $1, 500 
Expenditures 


Diewisatens ns bh ecigcgeaditaial is pnp we ip tania nd ai orien ad se nd mh no ede iniens cals li adi abs waist) ae 


BalIsnCe Of TUNG. gosh ee chee ea — sitantdauaseais ccd 61s Oe 


Turspay, JANUARY 12, 1960. 
ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
WITNESS 


HON. CARL F. OECHSLE, ASSISTANT SECRETARY OF COMMERCE FOR 
DOMESTIC AFFAIRS 


Mr. Preston. The next item will be a statement by the Assistant 
‘ecretary of Commerce for Domestic Affairs, Mr. Carl F. Oechsle. 

Do you Rave a prepared statement, Mr. Secretary ? 

Mr. Orcuste. Yes, I have, Mr. Chairman. 
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I thought in the interest of saving time for the committee that many 
of the items here were covered in Secretary Mueller’s statement yester- 
day, and in order to save time it might be well to put it in the record, 
or I will read it. 

We are here with the census people and ready to go ahead. 

Mr. Preston. If it is agreeable to you we shall insert it in the record 
at this point. 

(The statement follows :) 

Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before you to discuss the programs, status, and budget estimates affect- 


ing the areas of my assigned responsibility in the Commerce Department. These 
are the Bureau of the Census, the Business and Defense Services Administration, 


the Office of Business Eeonomics, the Patent Office, and the National Bureau of | 


Standards. 
BUREAU OF THE CENSUS 


The decline in the total of the appropriations for the Bureau of the Census, 
from about $101 million to about $28.8 million, is accounted for, as you know, by 
the normal progression of the major census programs through to completion. I 
am happy to note that our mutual objective to shortening the time period between 
enumeration and completion is being achieved. The Secretary covered the es 
sential elements of the major censuses, and I endorse his views that we all should 
feel some pride for the part we have played in the achievements being made, if 
we can do so without detracting from the credit due the Bureau of the Census, 
which I can assure you has accepted fully the initiative and leadership needed 
at the operating level. 

More than this, however, I would like to emphasize the need for increasing 
the appropriation under “Salaries and expenses,”’ where there is an opportunity 
in 1961 to take some far-reaching strides forward in the development of quick, 
accurate, and useful intelligence about our economy. In the past, criticisms of 
Government statistical programs have been made as either too slow, too infre 
quent, or of doubtful reliability. I am telling you nothing new, of course, when 
I point out that any of these shortcomings leads to confusion, frustration, and 
delay in the making of vital decisions. The Bureau of the Census, has been con- 
sistently working over the years in cooperation with other agencies of the Gov- 
ernment to correct the factors underlying these criticisms, and for fiscal 1961 
proposes some very vital and constructive steps toward their permanent solution 

Here are the projects proposed under “Salaries and expenses” for fiscal 1961 
and their individual highlights: 


Under retail, wholesale, and service trades 


1. The integration of the department-store statistics of the Federal Reserve 
System and the whole of retail-trade statistics of census will permit reliable 
estimates of the total retail trade to be reported, as follows: 

(a) National totals weekly instead of monthly; and 
(b) Regional totals monthly instead of annually. 

2. The initiation of a monthly service-trade survey will provide: (a) An esti- 
mate of receipts by major type of service establishment monthly instead of 
quinquennially. 


Under State and local governments 


1. A quarterly instead of an annual survey of Government finances would 
mean that we would always have a rather fresh picture of the trend (less than 
3 months old) as against a rather stale picture at present (from 6 to 15 months 
old because of the varying fiscal years of the different governments) ; and 

2. A continuous picture, updated annually, of the capital outlay plans and 
expectations of the States and their subordinate units. 


Under statistical abstract and special reports 


1. The annual company survey offers— 
(a) more frequent analyses of the changes in business organization tak- 
ing place; 
(b) more frequent studies of economic concentration on a company basis; 
(c) through common industry-company codes and consistently based sam- 
ple designs, ability to coordinate all Government surveys of financial and 
industrial data on a company basis 
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Also essential to the conduct of these as well as the base programs are 
amounts for health insurance costs, extension of current statistical figures into 
Alaska and Hawaii and general administration, which are separately presented 
in the justifications. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The Business and Defense Services Administration conducts economic and 
industry studies on production and distribution, prepares specific commodity 
studies for the Congress, the executive branch of the Government, and business, 
and participates in the formulation of foreign trade and national economic 
policies. It acts as the clearinghouse for foreign and domestic technical in- 
formation, and assists area groups seeking assistance to relieve local area 
unemployment. 

In addition to its important service in promotion of domestic business and 
industry, the BDSA performs important mobilization and defense functions un- 
der delegation from the Office of Civil and Defense Mobilization. In accord. 
ance with the wishes of this committee the defense and mobilization functions 
are being funded through the OCDM budget. 

While these data and services are used extensively by Government, industry, 
and business, it should be noted that they serve all segments of our economy. 
The many special studies and reports produced by BDSA cover most major 
fields of industry and are widely used by businessmen as well as by the Govy- 
ernment. Examples are the periodic reports dealing with construction, apparel, 
lumber production, newsprint, nickel, steel scrap, etc. 

Increases requested for fiscal year 1961 will provide necessary funds for in- 
dustry studies, dissemination of scientific and technical information and an 
expanded area development program. 

The economic world situation and the part which America must play, demands 
that business and Government be fully informed of the many factors which 
affect our economy. 

This budget will support an accelerated program of industrial economic and 
industrial projects. It is designed to resume on-the-spot assistance to labor- 
surplus areas and especially for a program of small-town economic development. 


OFFICE OF BUSINESS ECONOMICS 


A good production record has been achieved in the Office of Business Eco 
nomics, and we do not contemplate the initiation of any new projects under 
the 1961 budget. In the current fiscal year, funds were provided to carry 
forward our survey of foreign investments, and to begin a new undertaking by our 
National Income Division. This latter project is underway. The initial founda- 
tion has been laid, and the substantive work to be done will, according to 
plan, require the additional funds that are being requested for fiscal 1961. These 
will be needed for the processing and analysis of the data that will flow from 
the economic censuses we have now underway in the Bureau of the Census. 

I should like to call attention to the fruits of projects for which resources 
have been provided by the Congress since the National Bureau of Economic 
Research made its detailed analysis of the national income and balance of pay- 
ments accounts of the Office of Business Economics. A quarterly record of 
the gross national product in constant dollars—that is, real GND, after allowance 
for price changes—has become an important part of cur tools of business analysis. 
We are nearing the completion of OBE‘s 2-year survey of American direct private 
investment abroad. When these results become available, we shall be in pes- 
session of the most comprehensive information on foreign investment that has 
ever been available to the American business community and to the interested 
Government agencies, 

It is our conviction that this step-by-step method of initiating and completing 
extensions of the vital national income aecounts will assure not onlv a large 
flow of extremely useful new information, but will maintain the position of the 
United States as a leader in the development of these basic guides. 


PATENT OFFICE 


The Patent Office budget request of $22,600,000 provides for continuing at ap- 
proximately the 1960 level the office’s effort toward reducing the patent appli- 
cation backlog, modernization of the patent classification system, and research 
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toward mechanization of patent searches. The increase of $600,000 over the 
1960 appropriation provides for continuation of the patent examiner promotion 
program for the many relatively new examiners; for the cost of within-grade 
salary advancements; for implementation of the new health benefits program 
for employees; and for printing 3,000 additional patents, bringing the annual 
issuance figure to an estimated all-time high of 57,000 patents. 

As you know, the Patent Office has an uncontrollable intake of new work. A 
high level of inventive activity stimulates the American economy, but it in- 
evitably results in a heavy workload for the Patent Office. New applications 
are being received at a rate of about 79,000 per year at the present time, and the 
rate of intake is still on the increase. This intake of new work, coupled with 
the still large backlog of deferred work from prior years, emphasizes the need 
for continuing the intensive efforts to achieve a steady rate of backlog reduc- 
tion so that the work of the office will be on a current basis. 

With fiscal year 1959 completed as the fourth consecutive year of backlog 
reduction and with further net reductions of 9,000 applications planned in 1960 
and 12,000 in 1961, I believe that significant progress is being made. To continue 
this progress, however, a stabilized corps of experienced examiners must be 
maintained. This requires budgetary provisions adequate to permit the orderly 
filling of examiner vacancies as they occur. The 1961 request which is before you 
looks to that end. An appropriation of less than the requested amount would 
require some diminishment of staff. With so much work still to be done, this 
could only result in more deferrals of work into future years, which would be 
an undesirable policy to follow at this time. The budget request provides for 
the same staff level in 1961 as is authorized for 1960 and makes possible a 
significant amount of backlog reduction. 


NATIONAL BUREAU OF STANDARDS 


In his statement the Secretary has already mentioned the very important 
relationship between the programs of the National Bureau of Standards and 
American science and technology. In my responsibility for the domestic affairs 
programs of the Department, the many-faceted role of NBS in the national 
economy is continually being emphasized. 

All to often we take for granted elements that are critical to the achievement 
of national objectives. I believe that this is sometimes the case with respect 
to the contributions of the National Bureau of Standards to our national eco 
nomic vitality. The potential contributions of the National Bureau of Standards 
to our industrial and scientific strength are of such great importance that the 
programs of the Bureau must be encouraged and augmented. 

We are all concerned with maintaining and increasing the strength and 
flexibility of our economy. We know that increased industrial productivity is 
an important factor in achieving these objectives, and we find that the basic 
programs of the National Bureau of Standards contribute significantly to 
advances in industrial productivity. In many industries increased productivity 
is primarily dependent upon the better measurement precision that will permit 
closer dimensional tolerances in mass-produced narts, the more sophisticated 
instrumentation that is a key to automation, and the more complete provision 
of accurate fundamental data on the critical properties of materials. 

In the world of 1960, our industrial progress, our ability to compete in foreign 
and domestic markets, our economic expansion, and our international leadership 
are to a great degree dependent upon technological progress. If we are to 
encourage and accelerate technological progress, we must look to some of the 
fundamental factors that have influenced our technology in the past. The 
importance of the role of measurement precision and basic physical data cannot 
be overstated in this context. 

The pivotal position of the National Bureau of Standards is becoming more 
and more apparent as large numbers of standards organizations are being built 
up in our industries and in our military complex. All of these organizations look 
to the National Bureau of Standards for the ultimate accuracy and interchange 
ability of measurements made in their production, maintenance, and research 
activities. They have established an interlocking and pyramiding chain of 
ealibrations of their measuring instruments, with NBS at the apex. It is 
obvious that the capabilities at the apex will establish the limits of capability 
at the lower levels of the calibration pyramid. 

For these reasons, then, I strongly support the budget requests for the Na- 
tional Bureau of Standards. The Secretary has already indicated that the 
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appropriation increase provided for 1960 has strengthened the Bureau's work 
on fundemental standards, radio propagation research, materials research, and 
plasma physics and astrophysics. I would like to emphasize that it is extremely 
jmportant that the program levels achieved in 1960 be continued in 1961. 

It is important also that the Bureau’s work be enhanced by the provision of 
modern equipment and facilities. All of the items included in the budget are of 
the highest priority. They will constitute an important step toward meeting the 
Bureau’s urgent needs. 

I believe that the initiation of the construction program at the new site near 
Gaithersburg, Md., is particularly important. I have recently participated in 
a review of the details of the plans being produced by the architectural firm to 
whom the Public Buildings Service has assigned the important task of design- 
ing these modern laboratory facilities. I have been strongly impressed by the 
extent and quality of the cooperative effort of the architects, the PBS staff, and 
the NBS staff. The proposed facilities will certainly measure up to the modern 
responsibilities of the National Bureau of Standards. I strongly endorse the 
proposals for the initial stage of the construction program. 


Turspay, J ANUARY 12, 1960. 
BUREAU OF THE CENSUS 
WITNESSES 


ROBERT W. BURGESS, DIRECTOR, BUREAU OF THE CENSUS 

A. ROSS ECKLER, DEPUTY DIRECTOR, BUREAU OF THE CENSUS 

HOWARD C. GRIEVES, ASSISTANT DIRECTOR FOR ECONOMIC FIELDS 

CONRAD TAEUBER, ASSISTANT DIRECTOR FOR DEMOGRAPHIC 
FIELDS 

MORRIS H. HANSEN, ASSISTANT DIRECTOR FOR STATISTICAL 
STANDARDS 

C. H. ALEXANDER, CHIEF, BUDGET AND MANAGEMENT DIVISION 


Mr. Preston. We shall then proceed to hear the Census Bureau. 

We have with us Dr. Robert W. Burgess, the Director of the Bureau 
of Census. I shall inquire first if you have a prepared statement. 

Mr. Burcess. I have, sir. I would like to go through these three and 
ahalf pages. 

Mr. Presron. Will you proceed to read your statement ? 


GFENERAL STATEMENT 


Mr. Bureess. As has been brought out in the summary statements 
on the 1961 budget for the Bureau of the Census, the total budget 
request for 1961 is $28,795,000, a reduction of $72,203,500 from the 
total of $100,998,500 appropriated in 1960, Of course the work for the 
2 years is not. comparable, since the $100 million for 1960 includes 
nearly S7O million for enumeration work in the field, which is not 
repeated in 1961. There is a fair comparison, however, between our 
1951 total obligation of $35,138,000 and our 1961 anticipated obligation 
of $28,795,000. Similarly in 1962, barring unexpected developments, 
our expenses will be below the 1952 total of $17,383,000. 

_ To be sure, our achievement of comparative cost. improvements 
is reflected somewhat in these comparisons of lower expendit ures in 
corresponding years in the census cycle, although the annual cost 
reductions are more indicative of our success in moving forward the 
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time schedules for the completion of our work. Earlier release of the 
results has been a major objective of the decennial census since 1890, 


Great advances in timing have been or are being made, not only in the J 


decennial census, but also in the business, manufacturers, and mineral 


industries censuses. Along with the more intensive use of sampling, [ 


two oo ant factors contributing to this advance are the— 
Development and use of more efficient equipment; and 
2 Earlier and more intensive, and more continuous, prepara- 
tory work. 

Both of these factors, of course, required the cooperation of this 
committee and the Congress to appropriate a larger proportion of the 
funds for the preparatory stages than in previous censuses. In the last 

several censuses there has been early agreement on the total cost ceil- 
ings. This permits efficient scheduling of the moneys year by year, 
and I sincerely hope that this approach may be continued in the 
future. 

HIGHLIGHTS OF THE MAJOR CENSUSES 


Before proceeding with justifications of our individual programs, 
T would like to touch the highlights of our major census programs. 
The 1957 Census of Governments was concluded at the end of fiseal 
1959 at a total cost of approximately $2,100,000, The census was well 
planned and satisfactorily concluded. Most significant, perhaps, were 
the results which showed the es growth of State and local 
government operations. For example, our reports show that general 
revenue rose from $10.4 billion in 1942 to $38.1 billion in 1957, general 
expenditure from $9.2 billion to $40.4 billion, and indebtedness from 
$19.3 billion to $53 billion. Under the statute, the next scheduled 
census of governments will cover the year 1962. We have in our 1961 
budget an item to initiate preparation with the view of improving 
timing and reducing costs through increased use of our electronic 
computers. 

The 1958 Censuses of Business, Manufactures, and Mineral Indus- 
tries will be concluded in 1961. The summary figures on the volume 
of trade and manufacturing have been released, and. in the case of 
the manufacturing volume for individual industries, the 1958 figures 
are becoming available 6 months earlier than the comparable figures 
inany prior census. Most of the preliminary reports will be completed 
in the current fiscal year, with the summary and analytical reports 
scheduled for 1961. These censuses will cost about $15,549,000 which 
is close to, but a little less comparatively than, the total cost of the 
1954 censuses after allowance for pay increases, postal charges, and 
increases in employee insurance and retirement not in the 1954 costs. 

The Eighteenth Decennial Census has just gotten underway, with the 
farm enumeration relating to 1959 nearly complete. The preliminary 
counts are confirming advance estimates of a continued decline in the 
total number of farms. We foresee substantial gains rather than any 
decline, of course, in the number of persons and households to be env- 
merated in the next phases of the census which get underway in April. 
On the whole, planning and progress to date is as good or better than 
we had expected. There have been no really serious problems encoun- 
tered so far and we believe we can handle the problems that appear to 
be ahead of us. From the present view, therefore, nothing appears 
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likely to prevent a suecessful operation, but, of course, we cannot yet be 
sure that we can accomplish the entire program planned within our 
cost estimates, although we are still planning within the specified 
overall objective of $118 million. The real test will come with the 
population and housing enumeration coming up in April, May, and 
June. 

Unofficial population counts will be released in most local areas 
before the enumerators leave the field. Our first objective in fiscal 1961 
will be compilation of the official figures by State, which must be 
delivered to the President by December 1, 1960. Certified population 
figures for all counties, cities, towns, and villages will be available 
shortly thereafter, many months ahead of comparable figures in 1950. 


THE 1961 REQUEST 


The 1961 estimates propose the following appropriations: 





OU Uc RE SE I 5 a a a ay a $9, 570, 000 
1958 Censuses of Business Manufacturers, and Mineral Industries... 1, 125, 000 
CO TUR EA. ES POCCTUEIENT CNN a cia cs estes Se ccsarninc ecg annie ic ems eens 18, 000, 000 
I PURINES COT MANN Nao ok nck ds ee ds wera ceo ee ke eee ea Gn cv rete a a 100, 000 

ONDE <i cis cases Sas cas gnc een as an ed ia a a nor 


I have, of course, already touched the highlights of each of the 
major census proposals, each of which has a time ‘schedule set by law. 
Within its subject fields as set by these laws, it is the responsibility of 
the Bureau of the Census to conduct current statistical inquiries as 
may be necessary to meet the needs of government and the public 
generally. These current programs are included in our annual 
“Salaries and expenses” budget. 


SALARIES AND EXPENSES 


In the light of the rapidly expanding demand for up-to-date infor- 
mation, the growth of the current statistics program of the Bureau of 
the Census has been quite modest. As a matter of fact, the actual 
dollar appropriations for this activity are still below the ‘level which 
they reached shortly after World War II and, of course, would be 
markedly lower than that earlier level when allowance is made for 
changes in pay rates and in the costs of goods and services. 

It is fortunate that during this period great advances have been 
made in the application of sampling tec hniques so that relatively small 
samples of the population and of business establishments can be 
selected which give reliable indications of the year-to-year or more 
frequent changes in some of the important series of information 
covered in great detail by the censuses. 

All work of the Bureau of the Census which involves the collection 
of new information from the public, including the new work proposed 
for 1961, has been subjected to the following criteria: 

(a) The subject matter relates to functions specifically author- 
ized by law; 

(6) There is a substantial public need for, and a public interest 
n, the results; 

(c) The estimated cost is not disproportionately great in com- 
parison with the needs to be served by the new informati 10n ; 
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(d) The information is obtainable without undue burden upon 
respondents ; 


(e) The resulting data meets basic standards of accuracy and | 


reliability ; and 
(f) The data to be collected does not duplicate data already 
available from any reliable public or private source. 

The estimate of $9,570,000 under “Salaries and expenses” includes 
a very important step forward in the integration of the department 
store series of the Federal Reserve banks and the current retail trade 
series of the Bureau of the Census. Other important new surveys 
include a monthly estimate of service trade receipts, a quarterly survey 
of State and local government finances, an annual survey of capital 
outlay expectations of State and local government, and a survey of 
company statistics. These new surveys benefit many programs of the 
Federal Government, both legislative and executive, and also have 
important business, uses. 

New statutes also call for additional expenditures, including $57,000 
for extension of programs so as properly to represent Alaska and 
Hawaii in current statistics, and $70,000 for the Government’s share 
of employee health benefits costs. 


SUMMARY OF BUDGET ESTIMATES 


Mr. Preston. At this point in the record we will insert the summary 
of budget estimates appearing on pages 103 through 108 of the 
justific ations. 

(The material referred to follows:) 


} 





Summary of budget estimates, fiscal year 1961 
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WORK FOR OTHER GOVERNMENT AGENCIES AND THE GENERAL PUBLIC 


Mr. Preston. Doctor, you do a lot of work for other Government 
agencies and the general public. Could you give us statistics as to 
the order of magnitude of such work and the number of employees 
involved ? 

Mr. Burcerss. I have a table with which you are familiar. This 
shows that in successive years the total public service work for Federal 
agencies, being the biggest volume, is estimated at $4,664,000 in 1960, 
In 1959 it was $3,422,000. 

The category of work for the general public i in 1960 is $1,602,000 
for 1960, and the grand total of special service work $6,266,000. That 
is for the last year. 

I have previous years shown, also. The year 1958 totals $5.5 million 
substantially and 1959 totals $5 million. 

Mr. Preston. Is there any way of telling us the number of em- 
ployees involved in this work? 

Mr. ALexanper. Last year 595 people was the average employment 
engaged in these reimbursable ae We estimate about 800 to be 
engaged in it in this current ye 

Mr. Preston. In this current in ul year? 

Mr. Avexanper. That is right, sir. 


SALARIES AND EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 














Program by activities: | 
Operating costs | 
1. Retail, wholesale, and service trade statistics $1, 324, 667 $1, 339, 741 | $1, 798, 717 
2. Manufacturing and industrial statistics 1, 184,012 | 1, 275, 403 
3. Agricultural statistics : ; 203, 092 | 210, 788 
4. Foreign trade and shipping statistics._---_____- 2, 319, 739 | 2, 235, 413 
5. Population statistics pene bamaecs aul 2, 025, 230 974, 515 
6. Construction and housing statistics 5 146, 297 | 1, 101, 048 | i 
7. State and local government statistics. ____- ‘ 244, 483 277, 438 426, O11 
8. Statistical abstract and special reports See: 263, 035 346, 383 411, 102 
9. General administration : 2k OPS 1, 073, 160 972, 186 | 1, 079, 981 
Total operating costs : 8,783,715 | 8, 732, 915 | 9, 570, 000 
10. Unfunded adjustments to total operating costs: 
Depreciation included above (—) — 152, 080 —86, 572 —100, 000 
Property or services transferred out without | 
enares (net).....-<<<.<.- hE Sah ee i | RSS eee! 
Total operating costs, funded__...._....--- 8, 637,721 | 8, 646, 343 9, 470, 000 
Capital outlay: 
11. Machinery and equipment__-__------ Siamese 55, 640 | 86, 572 | 100, 000 
Total program costs, funded 8, 693, 361 | 8, 732, 915 | 9, 570, 000 
12. Relation of costs to obligations: | | 
Costs financed from obligations of other years, | | 
net (—) oe DSP TE SARE ed eee ee —47, 180 | —59, 415 | 
Total program (obligations) _.....-.------ | 8, 646, 181 | 8, 673, 500 | 9, 570, 000 





Financing: | 
1959 appropriation available in 1958 : | 264 
Unobligated balance transferred from ‘‘ ‘Ship construc tion | 

(liquidation of —_— act authorization),’’ maritime 
activities (73 Stat. 1 a OO Sa ee oe Reais —14, 825 | 
Unobligated balance eee available Gee ee nteestinauebn SRO hee. oes che ten bes 


enas one 





Appropriation (new obligational authority) -........-_-- 8, 650, 300 
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Object classification 


1959 actual | 1960 estimate |1961 estimate 








Total number of permanent positions 1, 154 1, 181 1, 264 
Full-time equivalent of all other positions 179 147 169 
Average number of all employees 1, 243 1, 241 1, 371 
Number of employees at end of year 1, 72 1,751 1, 860 
Average GS grade and salary snd 6.7 $5,673 | 6.8 6.8 $5, 796 
average salary, of ungraded positions $5, O80 5, 372 
(1 Personal services 
Permanent positions $5, 789, 784 $5, 828, 158 $6, 377, 765 
Positions other than permanent 633, 598 693, 853 779, 776 
Other personal services . 260, 289 242, 000 221, 000 
Annual leave earned in excess of leave taken 124, 148 
Total personal services - 6, 807, 819 6, 764, 011 7, 378, 541 
02 Travel 417, 196 381, 057 434, 252 
03 Transportation of things 20, 299 17, 127 18, 098 
04 Communication services 283, 169 326, 306 342, 654 
05 Rents and utility services 124, S62 135, 423 138, 549 
Printing and reproduction . 354, 101 384, 651 
7 Other contractual services 60, 142 105, 347 
Services performed by other agencies 36, 615 18, 796 
§ Supplies and materials 7 137, 511 120, 091 
09 Equipment if, 511 95, 120 
Grants, subsidies, and contributions ; 336), OR4 349, 693 
Refunds, awards, and indemnities 24, 880 9, 970 
raxes and assessments 24,172 
Total costs &, 693, 361 8, 732, 915 9, 570, 000 
Costs financed from obligations of other years, net 47, 180 59, 415 
Total obligations E ; 8, 646, 181 8, 673, 500 9, 570, 000 


Mr. Preston. We should like to insert in the record at this point 
pages 109 and 110 of the justifications. 
(The pages follow :) 


Summary of requirements 


Appropriation, 1960 (regular bill $8, 673, 500 
Add: Cost of health benefits program 70, 000 
Deduct: Nonrecurring extra compensable day 21, 000 
Base for 1961 8, 722, 500 


Net difference, 1961 over 1960 








Requirements Difference, 
Wreas 
or at 
1960 106] crease 
d i ted estin le 
Re 1, wholesale, and service trade statistics $1, 346,717 | $1, 798, 717 $452, OF 
M ifacturing and industrial statistic 1, 281, 628 1, 293, 628 +12, 000 
Agriculture statistics 211, 627 
Foreign trade and shipping statistics 2, 247, 855 2, 247, 855 
Population statistic 970, 511 991, 511 +21, 000 
Construction and housing statistics } 1, 103, 568 1, 109, 5tis +6, OO 
te and loeal government statistics 280,011 126,011 +146, 000 
Statistical abstract and special reports 307, 102 411, 102 + 104, O00 
General administration 973, 481 1, O79, 981 + 106, 500 
Subtotal 8, 722, 500 9, 570, 000 +847, 500 
Less depreciation 2 100, 000 13, 428 
Capital outlay ) 100, 000 13, 428 
Gross requirements 8, 722, 500 9, 570, 000 +847, 500 847, 500 
Total estimate of appropriation, 1961 9, 570,008 


Excludes $59,415 of 1960 costs financed from 1959 obligations. 











Summary of estimated obligations 





Estimate, 1961 


Estimate 1960, adjusted 


adjusted 


Actual 1959, 
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DEPRECIATION AND CAPITAL OUTLAY 


Mr, Preston. From page 109 would you explain the items entitled 
“Less Depreciation” and “Capital Outlay”? 

Mr. ALexanper. Under the new law we are keeping our books and 
presenting our budgets on a cost basis, as the committee knows. In- 
cluded in our accounting system is a procedure for calculating the 
depreciation on the use of our equipment. Primarily this is our com- 
puter system, 

In this procedure, the value of the use of equipment is shown for 
each program as an item of cost, based on the calculation for deprecia- 
tion. We then take the values we have calculated as depreciation oe 
deduct the amount from our costs, since under our procedure it 
only a book entry and not an obligation. What we actually ioats 
for equipment is then added back under « ‘apital outlay. 

The entry for capital outlay, then, is the amount we plan to spend, 
or actually obligate in the fiscal year, as shown on page 109, to keep 
our equipment up to date. This procedure is a matter of good business 
practice on which we had decided, and it is now supported by the 
Government system of accounting and budgeting. This is a good way 
to handle minor expenditures for equipment as they take pl ice year 
by year. 

This procedure would not permit us to build up a fund to buy a new 
computer, but we can keep up with replacement of some of the input 
and output mechanisms when they wear out. Many of the components 
of the system are expensive. 

Our aim, of course, is to keep the equipment in first-class working 
order. 

Mr. Preston. It sounds as though this represents merely a main- 
tenance item. 

Mr. ALtexanper. We do maintenance, too, but there is also the re- 
placement problem, Mr. Chairman, and to the extent we can we take 
care of it. 

Mr. Preston. Replacement of component parts? 

Mr. Avexanper. Yes; those which are classified as equipment are 
shown as capital outlay. Some of them are $18,000 apiece, for ex- 
ample, for a tape unit. 

Mr. Preston. Is this for your own bookkeeping or for our pur- 
poses ¢ 

Mr. Atpxanper. I think it serves a good general purpose of giving 
stable budgeting and accounting to the problem. We think it serves 
all purposes, Mr. Chairman, to keep track of the values that are being 
used up year by year. Our equipment is depreciating and we have 
the problem of knowing when to finance replacements within the best 
of our ability from year to year. Depreciation accounting helps us to 
develop information. 

Page 132 of the justifications outlines a breakdown of the actual 
expenditures we plan to make year by year under “Salaries and ex- 
penses.” 

In fiscal 1961 there is a $100,000 item broken into three picces— 
$61,000 for components of electronic equipment ; $19,000 for electronic 
magnetic tape; $20,000 for general office machines and equipment. 

The comparable figures for fiscal 1960 are shown beside them. 
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Actually, im 1959 under “Salaries and expenses” We spent $55,640. 

Mr. Burcess. Would you not say that this is more important to us 
as we work through it month by month than for the purposes of the 
committee at this stage? If the Government used commercial ac- 
counting the balance could be carried over into the depreciation 
reserve at the end of the year and this is setting things up so we are 
working a little toward that. The thing has to close out at the end 
of the year, so for committee purposes I do not know 

Mr. ALExANDER. A more revealing picture of depreciation and 
capital outlay is shown under the 18th census. The figures are quite 
different there. Here they are the same because in our current 
appropriation we are trying to finance it year by year. 

Mr. Presron. You are ‘dividing this expense up among various 
functions, are you? 

Mr. ALExaNnpeER. Yes. 

Mr. Preston. Rather than having one lump sum? 

Mr. ALexanprr. So we know which function is using and applying 
what part of its budget to the use of the equipment. 

Many times we have to rent equipment. We have to pay for it as 
we go. We have a total budgeted for program and it makes some 
difference to the management “of that program whether we have to 
pay out cash for the rented equipment or whether we can use Govern- 
ment equipment for which we do not pay cash. By keeping books 
in this fashion we have quite an advantage by being able to compare 
the costs of owned and rented equipment. Otherwise we would not 
have an accurate measure of the Government equipment as it is 
actually being used. 

Mr. Preston. That covers that sufficiently. 


































PERSONNEL 


Mr. Alexander, we are interested in these position figures. You 
are reducing 81 in the area of censuses of business, manufacturers, 
and metal industries. At the same time you are requesting 83 addi- 
tional positions under “Salaries and expenses.” We want an explana- 
tion of that. We understand why you are reducing 81 but why the 
increase of 83 ¢ 

Mr. Avexanper. We are undertaking new programs in salaries 
and expenses, Mr. Chairman. 

Mr. Preston. What are they? 

Mr. Atexanper. The money figures are outlined in the pages which 
you inserted in the record. Retail and wholesale trade statistics 
shows the large increase. Dr. Burgess mentioned this increase, 
which is primarily concerned with a program we have worked out 
with the Federal Reserve System. 

Mr. Grieves has been engaged in this development and he is very 
familiar with exactly what work will be done with the $452,000 in 
the retail-wholesale service trade. This program also accounts for 
46 of the positions. 

Mr. Presron. You have been carrying on activities under all these 
‘ategories in the current fiscal year. 

Mr. Burerss. These are the increases. We have a statement. at 
the bottom of page 101 and page 102 of our justifications which per- 
haps will show the picture. 
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Mr. Preston. That is something you are doing in the current fiscal] 
year, is it not? 
"Mr. Boureess. This is what we plan to do in 1961 beyond what we are 
doing in 1960. We have a retail trade survey but these are expansions 
we are making in integrating our work in that general area of retail 
trade with what the Federal Reserve has been ‘doing i in the area of 
department store sales, and so forth. 

Mr. Preston. How many of these positions are chargeable to that 
one function, Mr. Grieves ? 

Mr. Grieves. Forty-six. 

Mr. Preston. Then the other 30-plus are charged to what ? 

Mr. ALEXANDER. I will go into that—— 

Mr. Preston. Shown on page 6 of the Commerce budget in brief ? 

Mr. Atexanper. Page 7 of the budget in brief also gives an expla- 
nation of our major program Increases. 

Mr. Preston. You are asking for 13 additional positions in statis- 
tical abstract special reports, 21 in State and local government 
statistics. 

Mr. Bureess. That is the quarterly report to which I referred. 

Mr. Preston. One in population statistics, two in manufacturing 
and industrial statistics 

Mr. Burcess. Yes, sir. 

Mr. Preston. That is merely stepping up existing programs, is it 
not ‘ 

Mr. Grieves. Yes. 


STATE AND LOCAL GOVERNMENT 









STATISTICS 


Mr. Preston. You are asking for a 50-percent increase in State and 
local government statistics. Is that your department, Mr. Grieves ? 

Mr. Grieves. Yes. sir. 

Mr. Preston. Tell us about that, will you? 

Mr. Grieves. I will try to, sir. 

Mr. Preston. You havea pretty heavy load to carry. 

Mr. Grieves. As pointed out in the justifications, one of the most 
dynamic elements in our present social and economic life is our State 
and local government get ity which is rising at a rate of about $4 bil- 
lion to $5 billion a year. In the year 1959 we estimate expenditures 
will have reached $60 billion. 

This is a field which has enormous imps ict on our national income, 
national accounts, and public finance. There is widespread conviction 
that we should follow developments in State and local government 
activities more closely or at least more frequently than we do. 

At present we get summary figures once a year and take a detailed 
census once in 5 years. 

The proposal here is to institute two new surveys. The first one 
would bring us quarterly information on the revenues and expendi- 
tures of State and local governments in the form of national totals. 
The second project would once a year go to State and local govern- 
ments, a representative sample of them, and prov - an estimate of the 
capital outlay expectations for the ensuing year. Such outlays are 
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pate economic developments in the coming year. 

We believe both of these projects are practical and can be carried out 
with existing statistical techniques. 

This is essentially a matter of filling a gap in the country’s knowl- 
edge. We think it is worth knowing what is happening in this see- 
tor of the economy, which of course represents a big factor in con- 
struction, a big factor in the demand for investment funds, quarterly 
national income estimates, and so on. 

Mr. Preston. The significance of these statistics has not been dis- 
covered just recently, has it ¢ 

Mr. Grieves. No, but what has happened is that the significance of 
State and government activities in our national ec onomy has been 
growing by leaps and bounds and has now reached a point where they 
are a highly significant force in economic planning and analysis. 

Mr, Preston. You have been gathering this information with 42 
employees and you now want 63 ¢ 

Mr. Grieves. That is right. 

Mr. Preston. Why a 50 percent increase ? 

Mr. Grieves. Because we will have to collect reports from about 
1,500 governmental units, involving a larger number of individual 
agencies of government, once every quarter and that takes work, 

Mr. Preston. Have you not been getting it before ? 

Mr. Grieves. No; once a year is all we have been getting informa: 
tion up to this time. This would step up the frequency. Rather 
than waiting a year, and then several months after that to add up 
what has happened, we would keep in touch quarterly. Then when 
there are significant changes we will know about them very much 
more promptly. 

Mr. Suetiey. Is there that much variation in employment and 
operation of the State and local government ? 

Mr. Grieves. Yes, sir. State and local governments have more em- 
ployees than the Federal Government now by a big margin. This ae- 
tivity is averaging an increase of about $4 to $5 billion a year. 


RETAIL, WHOLESALE AND SERVICE TRADE STATISTICS 


Mr. Preston. Give us a brief statement on this new plan which you 
propose to put into effect to take over the work heretofore being done 
by the Federal Reserve, or utilizing their figures, whichever it may be. 

Mr. Grieves. At the present time the Federal Reserve develops 4 
large volume of information about department stores, locally and na- 
tionally, monthly and weekly. 

Originally this program was set up to measure trends in consumer 
takings of goods, and at the time it was started this is about all that 
was available and it was a pretty good bellwether. 

However, over the years the significance of department stores has 
declined a great deal and they represent a very small part of con- 
sumer neler today. Moreover, they do not behave in a manner 
tvpical of all consumer spending even for the same types of goods. 

There are at the present time no national figures whatsoever on 
overall retail trade on a weekly basis, and there are no figures avail- 
able, except on a very limited basis once a year, to show the regional 
differences in trend of growth of retail trade. 


growing at a tremendous rate and are a big factor in trying to antici- 
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The proposal which is before you now involves a number of projects 
that we think are important breakthroughs in the field of measure- 
ment of consumer spending. It consists of four parts essentially. 
The first would be to develop a monthly report which would sub- 
divide our overall national retail sales by the major geographic 
regions of the country so that the differential rates in growth of the 
West, Southwest, South, and so forth, can be followed re: asonably 
accurately and on a reasonably current basis. 

The second major element would be the introduction, on a national 
total basis, of a weekly report on retail sales and the subdivision of 
that total into department store type merchandise which we think of 
as representing deferrable consumer expenditures. These tend to 
be more volatile—appliance lines, furniture, and the like, and respond 
more violently to changing business and employment conditions. 

T ion will also be a separate figure for the department stores them- 
selves on a weekly basis as a component of the type of business I have 
just described. 

The third element would be essentially a transfer from the Federal 
Reserve to the Census Bureau of the general figures which are now 
available monthly for the Nation as a whole on department store 
inventories, credit outstanding, rates of collections and outstanding 
orders undelivered. 

The last part of it would be to obtain once a month on a national 
total basis the broad departmental breakdowns of department store 
sales and stocks, that is, to take the whole department store aggregate 
and show separately the apparel, appliance, and other major com- 
ponents. 

With this kind of program the Federal Reserve has stated it would 
withdraw from the field of collection of data from retail businesses. 
This would eliminate a duplicating activity which is itself undesirable. 
At the same time the Federal Reserve System would obtain from the 
Census Bureau, on a reimbursable basis, the data they feel are neces- 
sary for the proper operation of the Federal Reserve banks in each 
locality. 

This program has the endorsement of the Federal Reserve System. 
Ihave a letter from the System with me stating its position. 

We think the program I have just described would make a much 
more useful body of information on the current movement of goods 
to consumers through retail channels. It would be a big forward 
step, and it would be of great use on many occasions in the future, 
especially during periods when the business ¢ ycle is turning and every- 
one is quivering with anxiety to know whether there has been any 
change upward or downward. 

Mr. Preston. This will call for a new system of distribution, of 
forms, and reporting on the part of businesses, not only for depart- 
ment stores but for all businesses. Is that right? 

Mr. Grieves. Additional reporting from the samples of stores, yes. 

Mr. Preston. And it would be called for on a weekly basis? 

Mr. Grieves. One part would involve weekly reporting: yes, sir. 

Mr. Preston. That would be all types of businesses ? 

Mr. Grieves. All types of retail business. It would be a small sam- 
pling of all types of business to represent what is really going on. 

Mr. Preston. How small a sample? 
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Mr. Grieves. A few thousand. I do not have the actual number 
but it would not be high. 

Mr. Preston. One of the complaints we are constantly getting is 
the increasing number of reports and forms to fill out which are sent 
out by the Federal Government to businessmen. ‘They have brought 
some of them to me. I have looked at them. Some are very con- 
fusing and they are misunderstood. Some are not as bad as they 
appear to be. Some do not apply totally to any one business but a 
portion of the form only will apply. 

This will step up that activity considerably. 

Mr. Grieves. Yes, sir. 

Mr. Presron. You already have 155 people engaged in this type of 
operation. 

Mr. Grieves. Yes, sir. 
Mr. Preston. You want 46 additional ? 
Mr. Grieves. That is right. 


1958 Censuses or Business, MANUFACTURES, AND MINERAL 
INDUSTRIES 


Program and financing 


j 
1959 actual | 1960 estimate | 1961 estimate 


i 
Program by activities 
Operating costs | j 
1. Census of business | $4, 269, 273 $3, 354, 405 $496, 992 
2. Census of manufactnres 1, 413, 020 1, 933, 629 | 356. 530 
3. Census of mineral industries _ _- 294, 133 328, O80 | 138, 700 
4. General administration : | 678, 283 582, 747 135, 940 
Total operating costs 6, 654, 709 6, 198, 861 1, 128, 162 
5. Unfunded adjustments to total operating costs: | 
Depreciation included above (— | — 53, 780 — 188, 002 —3, 162 
Total operating costs, funded 6, 600, 929 6, 010, 859 1, 125, 000 
Capit il outlay | 
6. Elect onie equipment. | 185. 000 SU, 000 
7. Electronic magnetic tape 205, 494 
8. Office machines and equipment 108, 789 
Total capital outlay_- 499, 283 80, 000 
Total program costs, funded 7, 100, 212 | 6, 090, 859 | 1, 125, 000 
9. Relation of costs to obligations: Costs financed | 
from obligations of other years, net (—) ? —84, 968 —3, 840 
rotal program (obligations) 7,015, 244 6, O87, 019 | 1, 125, 000 
Financing 
1959 appropriation available in 1958 | 138, 941 
7 | 
Unobligated balance brought forward. | — 262, 019 
Unobligated balance carried forward 262, 019 | | 
New obligational authority. _- | 7, 416, 204 5, 825, 000 | 1, 125, 000 


New obligational authority: | | 
Appropriation | 7, 405, 900 6, 000, 000 | 1, 125, 000 
Transferred to ‘‘Salaries and expenses,’’ Business and 

Defense Services Administration (73 Stat. 440)_. —175, 000 
Appropriation (adjusted) Siti 7, 405, 900 5, 825, 000 | 1, 125, 000 
Reappropriation Setaae 10, 304 | 
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Object classification 


| | : | : 
| 1959 actual | 1960 estimate | 1961 estimate 
| 


Total number of permanent positions-................-.------ 112 101 20 


Full-time equivalent of all other positions............--- agi 808 750 128 

Average number of : ill employees. __...--- sk a alannd aaasismice ae 920 851 148 

Number of employees at end of year. _...........---------- a 1, 576 350 | 40 
| : 

Average GS grade and salary Seine alentip eipiiyaarskenckinni ---| 6.7 $5,673 | 6.8 $5,765|6.8 $5,796 

Average salary of ungraded positions San uti mieten aaa ie | $5, O80 | $5, 372 $5, 372 


01 Personal services: | 








Permanent positions.........-------------------- So $663, 584 | $600, 243 $117, 000 
Positions other than pe rm: ine nt. feuiadanaeile eee 3, 069, 529 3, 871, 389 732, 296 
(GET DETER OOP VRINO. oc oe cee dcecceewendesacsccece 348, 567 | 217, 144 1, 000 

Annual leave earned in excess of leave taken_...---_- 72, 352 |.- 
Total pears services bchGmanelovded cement | 4, 154, 032 4, 688, 776 850, 296 
02 Travel oa . ae f ue 159, 162 132, 539 15, 324 
03 Transportation of things-- 4 ses oe 51, 977 56, 471 1,510 
04 C ommunieation services_. —anwaad ada ecm dee 478, 129 | 63, 605 10, 308 
6 FROiRCR Gri GIT GP CIOOE 5 co ccm iedacncccccncaccdaubanens 244, 040 132, 042 4,845 
06 Printing and reproduction. ___....-.--- cc kanaes. 455, 506 171, 676 158, 845 
07 Other contractual services ae Sake Pe 47,563 260, 717 16, 047 
Services performed by other age Se SS cc os 2 ee $11,813 129, 900 3, 366 
08 Supplies and materials oar a E 327, 149 145, 928 16, 183 
09 Equipment stud st delim tae ode ae aaln aad a 80, O88 345 
11 Grants, subsidies, and conti {butions 219, 475 45, 731 
13 Refunds, awards, and indemnities . he 1, 337 606 
15 Taxes: and { issessments : savas 10,613 7, 405 1, 594 
Total costs , ‘ anaes pa 7, 100, 212 | 6, 090, 859 1, 125, 000 
Costs financed from obligations of other years, net (—)-....-- —84, 968 —3, 840 sag aia 
"OEE GUUBRRORE. obs cocks ch dadsccccaccesccacns ees 7,015, 244 6, 087, 019 1, 125, 000 


Mr. Preston. We shall insert pages 137 and 138 of the justifications. 
(The pages referred to follow :) 


Summary of requirements 





Appropriation, 1960 (regular bill) -- ae eae eae $6, 000, 000 
Add: Unobligated balance at end of fise: il ye: ar 19: 59 . 262, 019 

Deduct: Transfer to ‘‘Salaries and expenses,’’ Business ‘and Defense Services Administration 
73 Stat. 440) ree ss ies Semis ae é< ; ; ‘ ; 175, 000 
Base for 1961__- a a a i Be Fe sods ease ls ws co este aete mie 6, 087, 019 


Net difference, 1961 over 1960 


Requirements 


a _____| Difference, 
increase (+ 
1960 ad- 1961 esti- |decrease 


| justed ! mate 


Census of business-_- $496, 992 | —$2, 854, 729 





Census of manufactures. ; ‘ | 356, 530 | —1, 576, 197 

Census of mineral] industries pea cutacateee ms 327, 826 | 138, 700 | — 189, 126 

General administration. - ._- ae wai < 582, 747 135, 940 — 446, S07 

ORE. occ seein oat a 6, 195,021 | 1, 128, 162 | —5, 066, 859 

Less depreciation ; ; ws i .| —188, 002 —3, 162 +184, 840 

CRUE DURE =) so ck akaneecceucee $32 > 3 80, 000 | —0, 000 
Gross requirements--........-- ee 1, 125,000 | —4, 962,019 —4, 962, 019 
Total estimate of appropriation, 1961................-- tal saeientalabaaie canna oy pawn 


1 Excludes $3,840 of 1960 costs financed from 1959 obligations. 


A) 
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EIGHTEENTH DECENNIAL CENSUS 


Program and financing 


Program by activities: 
Operating costs 
1. Census of population_. 
2. Census of housing. 


$2, 141, 851 | 
1, 056, 158 


$49, 893, 284 
16, 915, 769 





3. Census of agriculture 743,422 | 16,283,323 
4. General administration 569,178 | 3, 100, 000 


Total operating costs__..-_- 4,510,609 | 86,192 
5. Unfunded adjustments to total operating costs: 





Depreciation included above (—)-_.........--..- — 23, 449 —102, 354 
Total operating costs, funded_...............--- 4, 487, 160 86, 090, 022 
Capital outlay: 
6. Electronic equipment. ..........--..-...-.- wikeotetel 3, 036, 454 560, 653 
7. Electronic magnetic tape diate wait 18, 751 306, 865 
8. Office machines and equipment paints eGshdnwcsenn 109, 757 | 950, 430 
Tbe GGRthl CONN icc.cckca canaanneebccnckseny 3,164,962 | 1, 817, 948. 
Total program costs, funded _...............-....- | 7, 652, 122 | 87, 907, 970 
9. Relation of costs to obligations: | 
Costs financed from obligations of other years, 
UN SA sdcclactrgiva dnidicatie ganneicdckekianoly aside —1, 619, 266 — 528, 813 
Obligations incurred for costs of other WORE. oo ccnccach 3 al Na , 
|. : 
Total program (obligations)_._..........._. 6, 032, 856 | 379, 157 
Financing: 
1959 appropriation available in 1958 sca 995, 987 |...-- zs 
Unobligated balance brought forward..............-.. Pedektiseeeseh | —322, 157 
Advi ances and reimbursements from non-Federal sources 
GE U.8.G Ma. 22236-52255 es cian eal dmc sitet tol — 557, 000 
U noblig rated balance carried forward- Saudt 322, 157 " 
Appropriation (new obligational authority) peveunnan 7, 351, 000 86, 500, 000 


Object classification 


| 1960 estimate 


i 
| 1959 actual 





Total number of permanent positions S aanals . 91 105 
Full-time equivalent of all other positions__- 544 5, 607 
Average number of all employees 635 5, 712 
Number of employees at end of year- a 778 3, 750 
Average GS grade and salary jemi 6.7 $5,673 | 6.8 $5,765 
Average salary of ungraded positions__-- $5, 080 $5, 372 | 
01 Personal services: 
Permanent positions__ ae eee $529, 932 $600, 915 
Positions other than perms inent ‘ lama 2, 848, 613 62, 709, 363 
Other personal services _ __ 124, 046 247, 622 
Annual leave earned in excess of leave taken hose 70, 538 
Total personal services. ‘i 3, 573, 129 63, 557, 900 
02 Travel ‘ ; 187, 029 6, 842, 707 
08 Transportation of things : 21, 594 847, 686 
4 Communication services 48, 032 2, 729, 025 
5 Rents and utility services_._.. 18, 937 1, 302, 518 
06 Printing and reproduction 131, 558 3, 406, 629 
7 Other contractual services 62, 003 3, 039, 554 
Services performed by other agencies 230, 381 731, 739 
8 Supplies and materials_- 297, 640 791, 984 
9 Equipment 3 2, 879, 088 1, 765, 837 
ll Grants, subsidies, and contributions. . 190, 498 l, 422, 863 
13 Refunds, awards, and indemnities_ .- 7 xed 1, 890 5, 879 
15 Taxes and assessments____..___- ioe Scala eae 10, 343 | 1, 463, 649 
Fe ai a a i i 7, 652, 122 87, 907, 970 
Costs financed from obligations of other r yes ars, net (—).- —1, 619, 266 — 528, 813 
Obligations incurred for costs of other years, net - ; 
Total obligations re Sickie ene peueeeeieen 6, 032, 856 87, 379, 157 


, 376 | 


1961 estimate 


$8, 704, 489 
2, 981, 087 
4, 344,714 
2, 100, 000 


18, 130, 290 


— 248, 000 


| i, 882, 290 


~ 298, 7 710 


18, 111, 000 


50, 000 


18, 161, 000 





— 161, 000 


18, 000, 000 


1961 estimate 
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3, 053 

3, 201 

1, 40 

6.8 $5, 79€ 
$5, 372 


$862, 000 
12, 737, 729 
40, 000 


13, 639, 729 
514, 997 
169, 174 
139, 052 
342, 510 

511 

156 


4 45, 
, 000, 
345, 
387, 
230, 612 
882, 

4 j 

3,4 





18, 111, 000 
50, 000 


18, 161, 000 
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Mr. Preston. With reference to the 18th decennial census insert | 
in the record at this point pages 145 and 146 of the justification. 
(The pages referred to follow :) 











Summary of requirements 
Appropriation, 1960 (regular bill) = ee ae he se eee escccne-- $86, 500,08 
Add: Unobligated balance at end of fiscal year 1959._....._....---- eer eee 322, 157 
Base for 1961_ rae : 5 : aia spl aise aa iiadiera dia scares 86, 822, 157 
Net difference—1961 over 1960° 
| , 
| Requirements Difference 
| as ___| increase (+) 
or decrease 
1960 adjusted | 1961 estimate (—) 
ed tei ee - Be eal 
s 
Census of population = | $49,819, 818 | $8, 754, 489 | —$41, 065, 329 
Census of housing . newest: Sa cee aneul 2,981,087 | —13, 787, 126 
Census of agriculture ; . -| 16,085, 907 | 4,344,714 | —11, 741,193 
General administration i 3, 100, 000 | 2, 100, 000 —1, 000, 000 
Subtotal caeee --| 85,773,938 | 18, 180,290 | —67, 593, 648 
Less depreciation . | — 102, 354 | — 248, 000 —145, 646 
Capital outlay ; | 1, 707, 573 | 228, 710 —1, 478, 863 
Total obligations | 87,379,157 | 18,161,000 | —69, 218, 157 
Less reimbursements from non-Federal | | 
sources_._..- = ee . } — 557,000 | —161, 000 | +396, 000 
Gross requirements, 1961_. 1 86, 822, 157 | 18, 000, 000 —68, 822,157 —68, 822, 157 
Total estimate of appropriation, 1961__..-..----- Sele ie ak a Seer 18, 000, 000 


1 Excludes $528,813 of 1960 costs financed from 1959 obligations, 
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PERSON NEL ores 

: : _ our 

Mr. Preston. Will you explain the increase of the 43 permanent | an 
positions in connection with the Eighteenth Decennial Census ? M 
Mr. Tarvser. The explanation is that in fiscal year 1960 the large Rie 
bulk of our operation relates to the collection of the data in the field M 
where we are using very temporary personnel. As we move now] ;, ,) 
into the processing, eventually carrying it through the computer and Mos 


into the publication stage, we need a different kind of personnel who M 
will be on for a longer period of time. o taki 

Mr. Arrxanper. These are not new people or new positions, M 
Earlier you observed a decrease of 81 permanent positions on eco} 4, 
nomic censuses. The positions involved just move from the economic M 
census to the Eighteenth Decennial. This does not involve hiring new M 
people. ; The 

Mr. Preston. Are they permanent in the sense they will be there ple: 
year in and out? M 


Mr. ALexanper. On one census program or another. In the cur- 


‘pe 
rent year they are working on economic census. Next year these same ie 
people will be working on the Eighteenth Decennial Census. Our 
census work is scheduled out over the 10-year cycle to permit us to 
maintain a more steady work force. Many of our permanent staff 
work on several different programs in these 10-year cycles. N 

Mr. Burerss. These are not actually permanent positions in this the 
number right along. equ 
Mr. Preston. I think that was made clear, that they move from whe 
census to census. N 
Mr. Atexanper. This is the number of permanents we have. We the 
have many more temporaries. com 
Mr. Preston. Is it true that these 43 people are essential in finalizing }| are 
and reporting the Eighteenth Decennial Census? cens 
Mr. Taruper. These are the experienced peopie who know how torun I 
the machinery required and to set up the procedures to be used so we $25. 
can effectively use the temporary clerks and other people. bas 
Mr. Preston. To put it another way, we can eliminate the 83 under Uni 
“Salaries and expenses” but we should not eliminate the 48. Would | Ser 
that be a fair statement ? wa) 
Mr. ALexanpErR. Twenty-nine of the 48 are on our computing staff. the 
That is a permanent computer organization which we have. The mol 
detail of the 43 is shown beginning at page 147 of the justifications. k 
Mr. Preston. The essentiality of it is what we want to establish, | the 
whether they are completely essential. $61. 
Mr. Taruser. They are absolutely essential in getting this work for 
done. for 
Mr. Preston. Then we can expect a reduction in this coming year ilia 
in this area, I suppose ? kno 
Mr. Tarvser. In fiscal 1963; yes, sir. pre 
Mr. Preston. 1963? N 
Mr. Tarvuser. Processing will continue into fiscal 1962, processing ing 
of the Decennial Census. seer 
Mr. Arexanper. There will be some decrease in the total temporary \ 


staff next year but the permanent staff will stay on, or, perhaps. in- N 
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crease some. We will have an even larger reduction in fiscal 1962 in 
our temporary processing organization. Then in 1963 it will be at the 
very low point. 

Mr. Preston. How many do you have now in connection with the 
Eighteenth Decennial Census on a temporary basis ? 

Mr. Arexanper. Total ee staff on the rolls at the moment 
is about 1,800 people; that is, temporary people working full time. 
Most of them are working on the eighteenth census. 

Mr. Presron. That will rise to what during the peak of the census 
taking? 

Mr. ALvexanper. In the peak of the census taking, this staff will rise 
to— 

Mr. Preston. Give us a rough figure. 

Mr. Atexanper. About 3,200 average will be working on the census. 
The grand total full-time staff will be something in excess of 5,000 peo- 
ple for all organizations. 

Mr. Taruner. Next April when we are actually taking the census 
we will have on the rolls something like 170,000 temporary field 
employees. 


PURCHASE AND RENTAL OF ELECTRONIC EQUIPMENT 


Mr. Preston. What amounts are requested in this budget for (1) 
the rental of electronic equipment, and (2) the purchase of electronic 
equipment. Also describe the equipment to be rented or purchased and 
what it will be used for. 

Mr. Avexanper. The general acquisition of computer equipment for 
the 18th census has already been appropriated for and should be 
completed in fiscal year 1960, but some expenses may run over. There 
are no new amounts included in the $18 million requested for the 18th 
census. 

For rental, the salaries and expenses budget has an amount of 
$25,095 to continue rental of a card-to-tape machine. This is in our 
base and is not an increase. We are also renting the original model I 
Univac at an annual rental of $36,000 primarily ‘for the Public Health 
Service, and being reimbursed by that agency for the rental. By the 
way, when these rentals total $120,000, we will regain ownership of 
the original model I Univac without further payment. There is no 
money in the budget for any new rentals. 

For new purchases we have only the amounts shown on page 132 of 
the justifications under “Salaries ‘and expenses.” ‘These amounts are 
$61,000 for minor To of electronic equipment and $19,000 
for electronic magnetic tape. The $61,000 we hope will be adequate 
for the replacements and additions of equipment components and aux- 
iliary equipment that we continually find necessary to purchase. You 
know, of course, of the university arrangements which in effect covers 
prepayment of rental for the use of time up to 1968. 

Mr. Presron. As you know, our investigative staff conducted an 
inquiry into the operations of the Bureau of the Census. Have you 
seen a copy of that ? 

Mr. Buroess. I have not, no. 

Mr. Preston. Off the record. 
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(Discussion held off the record. ) 


RENTAL OF ELECTRONIC COMPUTERS FROM UNIVERSITIES 


Mr. Preston. In the course of their investigation they looked into 
the rental of electronic computer time from the Univ ersity of North 
Carolina and the Armour Research Foundation of the Ilinois Insti- 
tute of Technology. I would like to have you explain this program, 
how it was entered into, contracts, cost, authorization, and so forth. 
We are somewhat concerned about the same thing that the investigator 
pointed out, that is, that you made an advance payment of rental for 
$700,000 to the University of North Carolina and an advance pay- 
ment of $700,000 to the Illinois institute which, coupled with the 
$500,000 which the National Science Foundation donated to the Uni- 
versity of North Carolina would have been enough for you to buy a 
computer and have it for your permanent use. 

Mr. Burcess. We could have bought one putting the two things 
together for something like that. 

Mr. Preston. Who wants to comment on that ? 

Mr. Bureerss. Mr. Hansen can answer that, sir. 

Mr. Hansen. In summary response to your question, we needed to 
build a peak capacity to meet our requirements during the period of 
the census well beyond what one additional computer would get for 
us. The arrangement we were able to make with the universities was 
an arrangement which got us computer time at considerably less than 
buying the additional computers which would be needed to produce 
the time, and substantially less than renting the computers, so that the 
arrangement we have been able to make with the universities is such 
that we have the ability to meet our peak capacity at considerably 
less cost than would be required had we bought th at computer capacity, 
and also substantially less cost than had we rented that computer 

capacity. 

Mr. Preston. You say you have the use of two computers? 

Mr. Hansen. Yes, sir. 

Mr. Preston. And you are paying maintenance on those computers! 

Mr. Hansen. On the share of the time we use on those computers. 

Mr. Preston. At the rate of $50 an hour? 

Mr. Hansen. This is total operating cost. This is cost of mainte- 
nance and operating the system. 

Mr. Preston. So you paid out $700,000 for rental, exclusive of 
maintenance and operating costs. Is that correct? 

Mr. Hansen. Yes, sir. 

Mr. Presron. Each to the University of North Carolina and the 
Illinois Institute ¢ 

Mr. Hansen. That is correct. 

Mr. Presron. And you say that is a good business deal for the Gov- 
ernment when the Government could have bought one computer with 
the amount that you spent at the two places? 

Mr. Hansen. It could not have bought even one computer for the 
amount we spend at the two places. 

Mr. Preston. Including the $500,000 the National Science Founda- 
tion donated you could have, could you not ? 

Mr. Hansen. We did not have that $500,000 to buy a computer. 
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Mr. Preston. This was a package job worked out by the Univer- 
sity of North Carolina apparently. 

Mr. Roonry. Was it not one million two? 

Mr. Bureess. Chicago’s Armour Research Foundation did not get 
the $500,000 from the National Science Foundation. 

Mr. Preston. Thus the total cost for this period, that is the period 
you have been using, is estimated to be $2,200,000, which is comprised 
of $1,400,000, $700,000 to each institution, and $800,000, 8,000 hours 
at each institution, or 16,000 hours at $50 per hour, whereas to rent 
one computer system directly from Sperry Rand and operate it. con- 
tinually for about four 40-hour shifts a week as or iginally anticipated 
would cost. approximately $2,365,000 in rentals alone. 

This comment is included in the investigator’s report : 

Without doubt, the two university contracts provided the Bureau with com- 
puter time at far below the commercial rate for comparable facilities. How- 
ever, the question arises as to why the two $700,000 advance payments were 
not used by the Bureau to actually acquire a third model 1105 Univaec. The 
total of the two advance payments, $1.4 million almost equals the price paid 
by the Bureau for a comparable computer and would have resulted in the Bureau 
owning the equipment at the end of the period of peak use. With the constantly 
increasing demand for these computers there is no question but what a com- 
puter could have been utilized by some other Government bureau. 

Mr. Hansen. There are several points here. One is the point you 
read in the report and we can show you that the amount of outlay of 
our resources is less than it would have been for buying computer 
time. It is considerably less if you take account of the fact we would 
need to have space and additional personnel trained and other things 
which were available at lower cost to us through this university 
system. Building up a peak operation in a short period is much more 
expensive than if you can make it a going operation. 

Acquisition of one additional computer would not meet our capacity 
requirements. 

Mr. Preston. That is true, but you still would own this computer 
for the same money you are spending on rental. 

Here is the University of North Carolina acquiring a computer for 
which it paid absolutely nothing. 

Mr. Hansen. The time made available to the Government on this 
computer is costing us less than that time would have been had we 
bought it. Computers were sold to the University of North Carolina 
by the manufacturer at 50-percent discount, and this made it exceed- 
ingly attractive to the university. 

The contribution we made is less than the contribution we would 
have to make in order to buy this amount of time in a computer system. 

We also have access to this computer up to half of its time for an 
extended period beyond the census period, a period of some 514 years 
beyond the time we need it for the census. 

Mr. Preston. We will not accomplish anything by arguing the 
merits of this thing. 

Mr. Hansen. I would like to submit for the record, if you would 
like it, an analysis of the comparative cost to the Government and 
returns we would have gotten from purchase as compared with our 
university arrangements. I think it was real economy for the 
Panerai it. 

Mr. Presron. You are entitled to insert that statement in the record. 
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(The statement referred to is as follows:) 





STATEMENT BY THE BUREAU OF THE CENSUS ON WHY THE BUREAU DID Nor 
PURCHASE A THIRD Mope,t 1105 UNIVAC 


At the outset, the Bureau of the Census wants the committee to know that 
it is in general support of the view that it is advantageous to the Government to 
purchase computers outright, and it has purchased all of the computers it expects 
to utilize full-time. From the beginning, the Bureau has given a great deal of 
consideration to the question of how many computers should be purchased and 
in the original purchase contract included an option to purchase a third and even 
a fourth, should it prove advantageous to do so. 

Also, the Bureau of the Census wants to make it clear that it has carefully 
reevaluted the factors underlying the questions raised by the committee, so as to 
make sure that adequate consideration was given to the purchase of a third 
model 1105 Univaec instead of entering into the university arrangements. 

We cannot find any reasonable basis for concluding that a third purchase 
would have been more advantageous to the Government than the university 
arrangement. The Bureau recognizes that on a long range cost basis, and using 
extremely favorable assumptions in behalf of purchase, the two courses of action 
would appear to be equally advantageous. On the other hand, there is strong 
evidence leading to the conclusion that we could not have obtained, at the 
time the university contracts were made, as favorable a price on a third purchase 
as on the original two. This is based on price quotations by the company at 
the time the university contracts were under consideration, and the prices 
established by the general schedule of supply contract negotiated by the General 
Services Administration. Further, regardless of price, a third computer would 
not have provided as much available time during the peak of census operations 
as the university arrangement, which provides at no extra cost, availability of 
at least one additional full shift a week for census use. Finally, on a short 
range basis, even under favorable assumptions on the price of a third computer, 
purchase would have cost the Government an additional out-of-pocket expenditure 
of nearly $300,000, and would have provided less computer time for Government 
use when needed at the peak of census operations than the university arrange- 
ment. Purchase would have provided somewhat more time than the university 
arrangements after December 31, 1962, when the census will have been completed. 

There are other advantages to census of space, training, personnel, and research 
in the university arrangement. These are intangible factors, but were given 
consideration in making the university arrangements 

Census, in its evaluation, has not taken into account the contribution of 
$500,000 by the National Science Foundation to the University of North Car- 
olina as being eligible for consideration in satisfying its computer needs. The 
Bureau understands that the purpose of the grant was to make sure that the 
university had computer time available for training and research purposes, and 
that it would be contrary to the objective of the grant to consider that the 
computer time thus provided would be available for general government operat- 
ing purposes. As it was explained to us, although it is an expenditure by the 
Federal Government, the grant was made to insure that there would be com- 
puter time available for training and research that would not be taken over 
for governmental operations. 

The tables A, B, and C, below summarize the best figures available to the 
Bureau. Tables A and B were prepared on a basis assuming that a third 
computer could have been bought, at a later date, for the average price of the 
first two, although the company has never quoted to us a price for a third 
piece of the equipment less than the prices listed in the July 1958—June 1959 
authorized Federal supply schedule pricelist. These prices were higher than 
the prices at which we bought the first two computers and are presented in 
table C. 

The purpose of table A is to present a comparison of the university arrange- 
ment with the purchase of a third computer assuming in behalf of purchase the 
most favorable prices and other circumstances. If the university arrangements 
can hold up under such a comparison, and they appear to do so, then it seems 
clear that the Census decision was more advantageous to the Government, since 
it provided at no extra cost a fifth 40-hour shift each week and options for some 
additional time if needed. 
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The purpose of table B is to compare the minimum that it might have cost 
under the most favorable price assumptions to have provided the same time 
availability as are provided under the university arrangements. Census be- 
lieves that the major censuses cannot be completed on a satisfactory time sched- 
ule without provision of such extra time availability and that such extra time 
will definitely be needed at many stages of the censuses. 

Table C reflects the costs to the Government Compared to the university plan 
if the Bureau had purchased a third computer at the prices quoted to us by the 
company at the time the university contracts were made. These prices have 
been listed in the Federal supply schedule contracts since July 1958 and census 
has never had any evidence that it could have purchased a third model for less 
than these prices. Also shown is the rental of the additional time during the 
peak census work that is provided in the university contracts. This table in- 
cludes in the equipment to be purchased not oniy the central computer and 
tape units, but the same spare parts, high-speed printer, and other auxiliary 
equipment that were provided in the university contracts. This table reflects 
the costs that we understood and assumed we would have had to pay if we 
had purchased a third computer, and is believed to be the most valid comparison. 


TABLE A.—Comparison of cost, university plan versus purchase of a 38d model 
1105 Univac (assuming favorable purchase prices and that 4 additional shifts 
a week would meet peak needs of the census) 


University contracts: 


OE ae Tt a a dg ee a ec $29. 37 


Purchase of 3d model 1105: 
ee orn he calves ae es cca a eats ee shade sn cere 
Less estimated value at end of period________________________. ~—-$120, 000 


$1, 698, 634 


Net cost $1, 578, 634 


ORRIN SUNN ica a ries ses cto mcs ovecp nasa eseeiog on Ucar meme ae bs +54, 000 


Oe er RE es ect ee ech base eee he eass, Ss intiassa caine ae Mm aa aD $29. 23 


NOTES 


1. In both cases, cost excludes maintenance and operation. 

2. In the case of hours, the number under the university plan is three-fourths of the 
total number specifically reserved for the Government over a 9-year period ending May 
1968 as contracted with the universities. More are available under certain conditions. 
The potential hours of the purchase plan are reflected at three-fourths of the total calendar 
time on a 24 hours a day, 7 days a week basis from July 1959 (when the computer would 
have been activated) until July 1968 (when Census would expect to replace the equipment 
in readiness for the 19th decennial censuses). The use of three-fourths is to make allow 
ance for adequate time for maintenance. 

3. See also notes on table B and table C. 





TABLE B.—Comparison of costs, university plan versus purchase of 3d mode} 
1105 Univac (assuming favorable purchase prices, but that 5 shifts a week! 
would be necded during the peak census period ) , 

University contracts: ' 

Cost of contracts ae an rae Kf) $1, 400, 00( 
IRrmpRIURNE I PANN ERIS cen 0s 2 at i ee 





PRU OONi eS: 26.5 oe ee 


——— 





Purchase of 38d model 1105: 
Purchase and rental: 
rumen OARS ed oS Ss Bh a ee Se 
Less estimated value at end of period________ 


mttaer $1, 698, 634 
$120, 00 











Net cost__ 
Rental 


Seer $1, 578, 634 
$529, 200 


a a i a a $2, 107, 834 





Sar rr RP? IRM UNN a a aE a re --DS8, 160 
ener TOUR. asd os ea ee i eee Sete $36. 24 


NOTES 


1. In the case of costs under the purchase column, the rental is based on 2 years at! 
additional shift per week calculated on the most favorable price basis of an off shift of 4 
model 1105 (see note 2, table C) at some other Government installation. It should be 
noted that the above rental and purchase would make available only the same time during 
the peak census period as is provided in the university arrangement at no extra cost. 

2. In the case of hours under the purchase column, there are added to the basic 54,000 
hours shown in table A a total of 4,160 hours representing rental for 40 hours a week for 
104 weeks. 

3. See also notes on table A. 

Paste C.—Compdrison of costs, university plan versus purchase of a 3d model 

1105 Univae (assuming Federal supply schedule prices and a need for 5 shifts 

a week during the peak period) 


University contracts: 
Cost of contracts___ 
Potential hours—______-_ 


$1, 400, 000 
47, 665 


bisa tonarbleniinp on eeaiehas S $29. 37 


RUMI NORIT INN oo i es pe ees ts Bis bea 

Purchase of 3d model 
Purchase ‘price. __.... Se eee eee eee ee 
Less estimated value at end of period 


1105: 
$2, 460, 000 
— $120, 000 





Net cost ee se ea aa ale et ta Rane Ia een il ee at oe re i $2, 340, 000 
mental... San = Sh a S793, SOO 
Total cost- are. - ee 
Potential hours_____ — ae reer ane " ee DS, 160 


Cost per hour 





NOTES 


1. Purchase cost is based on the following Federal supply schedule prices : 
1105 Computer, main frame_________ err eRe 
17 Uniservo II's ae hater a Jobic sei a [ e a eiaeca 340, 000 
High speed printer__ =z . ; ‘ aoe ait ate 185, 000 
Unityper . oa = a es pss ATS Se aes 4, 500 
Spare chassis aa : ee ae 89, 000 
Test bench as . a 45, 500 


Installation 


150, 000 
Spare parts 


palin ioe bea et a whe 34, 000 


Total 2. 460, 000 
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2. Rental is basea on average of the following 2 prices for rentals as quoted on the 
Federal supply schedule: 





2 years prime} 2 years off 





shift shift 
SIRE URINE OI 0s se sai tence ea esata seadin scsi esr cra ta dace on I pa a $793, 440 $396, 720 
RI ia a i rich cg Ghibli enridi Rene ank Saein taal enemaeee 183, 600 91, 800 
i NON 6 oats oe kca wumitiaccuuntueabuidiacdcsawee iediestdumeeesh 79, 200 39, 600 
PL odbatdcidhaliennncd anni $akcstKéchammatenie wane maissniiiiamae 2, 160 1, 080 
Tocco. cnkcdkueiadgesegatedadchomnbackewns seal Desi i ig 1, 058, 400 529, 200 





3. See also the notes on tables A and B. 


Mr. Hansen. We can give you a full analysis. 

Mr. Preston. We are inclined to agree with the investigator that 
you should have brought these computers rather than making this 
deal with the university. 

Mr. Hansen. We can give you an analysis to show this is a fine 
deal for the Government financially. 

Mr. Ecxter. If I might add to what Mr. Hansen said, I partici- 
pated very actively in this arrangement with Mr. Hansen. We both 
derived a great deal of satisfaction out of the arrangement which we 
felt was extremely favorable to the Government. 

There is one important point which Mr. Hansen has not brought 
out, and that is that the arrangement with the universities brought 
to us the scientific knowledge and experience of technical people. It 
supplemented Government facilities a great deal. 

We had their assistance in the training of people, planning pro- 
grams, engineering applications, and so on. This is a new science. 
We are very proud that with the sponsorship and encouragement of 
this committee, going back for a number of years, we were given an 
opportunity to get into electronic equipment. 

I think we can all be proud of the role the Government has played 
but it is still a field in which we are able to learn a good deal. If we 
can get the university people to participate in using this equipment 
and its applications, I think the Government work and scientific 
work generally will advance a great deal. So this is an important 
element which we did discuss with the investigators, and I think 
while it is hard to put a dollar figure on it, it was a very important 
element leading to the decision that we reac hed. 

One other small point: The university did not put up funds for 
purchase. They did, however, make a very substantial investment 
in space for this quite expensive space which had certain provisions 
to make possible the university being of service in the case of atome 
attack or something of that nature. It is an area in which there 
is a good deal of protection, so that the university contribution was 
not at all negligible. 

Mr. Preston. Did they have to construct an area for it? 

Mr. Ecxuer. They added to their construction program certain 
costs. It was placed below ground level. This was a newly con- 
structed area. It was speci: ally designed for this. 

Mr. Burcrss. On November 30, at the Illinois Institute, they had 
what they called the dedication ceremony for their new 1105 computer. 
I was their guest speaker. They made quite a thing of it. They were 
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enlarging their research facilities. We were cooperating in it. They 

had a little exhibit showi ing how they used this ¢ omputer for carrying atta 
out the results indicated by mathematical formulas and one of our 

men showed how it was used in the census of manufactures in data — 





processing. We gained by being part of a stream of development, Averag 
bringing in these universities. a 
Mr. Presron. I think it is very appropriate for the Illinois Institute a 
to invite you for this occasion, Doctor. Did the National Science j 
Foundation make a $500,000 donation to this one. too? . a 
Mr. Burcess. No, sir. They had the building that was suitable and a oo 
the Illinois Institute and Armour Research Foundation, part of it, 07 Ow 
they could go ahead without some of the same resources that. were 0 Eq 
needed in North Carolina. - ts 


Mr. Preston. I think it should be said on the record in fairness, since 
we would not hesitate to call to the record’s attention discrepancies, 
that by and large the report filed by our committee investigator was 


favorable to the : agency and indicated generally that the agency was M 
well operated. 150 i 
I think that you would agree with me, Doctor, and by no means at all (1 


would I detract from your own capabilities, that you are indeed for- 
tunate in having one of the best staffs in any agency in Washington heii 
to assist you in accomplishing this. Base {c 





Net dit 
Mr. Burcess. We appreciate having that on the record. oe 
1962 Census oF GOVERNMENTS 
Program and financing 
1959 actual | 1960 estimate | 1961 estimate a 
Program by activities: | Fi 
Operating costs: Ca 
1. Preparatory work is $88, 500 , 
2. General administration hs | 11, 500 
Total operating costs __- | | 100, 000 ee 
3. Unfunded adjustments to “tot al ope rating ‘costs: | 7 
Depreciation included above (—) | | —2, 000 
Total operating costs, funded 98, 000 
Capital outlay: 4. Machinery and equipment ; | 1 2, 000 
Total program (costs—obligations) | - 100, 000 
| — ae — —_ 
Financing: Appropriation (new obligational authority) 100, 000 
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Object classification 


1959 actual | 1960 estimate | 1961 estimate 

Average number of all employees : : | 12 
Number of employees at end of year & 
Average GS grade and salary 6.8 $5, 796 
Average salary of ungraded positions $5, 372 
01 Personal services: Positions other than permanent | $78, 668 
02 Travel | 8, 311 
04 Communication services ‘ 2, 554 
06 Printing and reproduction 1, 517 
07 Other contractual services 1, 562 
08 Supplies 1, 301 
09 Equipment | 2, 028 
11 Grants, subsidies, and contributions 3, 950 
15 Taxes and assessments 109 
Total obligations Se 100, 000 





Mr. Preston. We shall insert in the record at this point pages 
155 and 156. 
(The pages are as follows:) 


Summary of requirements 


Appropriation, 1960 oer w ene nnecennssconse- - ssosee 0 
Base for 1961 wh dim denen cebaed a eat on i _ sail i VU 
Net difference, 1961 over 1960 





Requirements Difference, 
jincrease (+ 
or de- 
1960 1961 | crease (— 
estimate | estimate 
} 
- 
Preparatory work pa A BL Sa 3 Lae oat | $88, 500 +$88, 500 
General administration. ._. 11, 500 +11, 500 
Subtotal___- . Sere ee rae 100,000 | +100, 000 
Less depreciation. .__- +32 aaa ae ical 2, 000 | +2, 000 
Capital outlay ; Ste : és 2. 000 | —2, 000 
Gross requirements. . : Ses ae al 100,000 | +100, 000 $100, 000 Mi 


Total estimate of appropriation, 1961.........................._-.. sie weenie Se 100, 000 








Summary of estimated obligations 























Actual, 1959 
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Mr. Preston. Mr. Shelley ¢ 
COMPUTER SYSTEM PRICES 


Mr. Suey. I have just one question I would like to ask. It was 
very attractive to the university. Evidently they were following the 
inducement to purchase the Univac or computer because they could 
get it at half price. If they would get it at half price, couldn’t the 
Government have gotten it at half price ¢ 

Mr. Hansen. The answer is “No,” Mr. Shelley. 

The manufacturers of electronic equipment have a practice of 
making special discount prices to educational institutions under 
various conditions and they are very attractive discounts, as this 50 
percent is. The price these computers have been offered to the Gov- 
ernment for is double the price paid by the university. 

Mr. Rooney. If I may interpolate, and this in view of the fact. that 
it was the Federal taxpayers’ money, Mr. Shelley, from your State 
and mine, that developed the Univac computer originally. Isn’t that 
80 ¢ 

Mr. Hansen. That did the basic work on computers. 

Mr. Rooney. You were there, then. 

Mr. Hansen. Yes. You were, too, and most helpful. 

Mr. Rooney. I never did understand how, after the taxpayer 
initially invested, what, some half million or $700,000 that was appro- 
priated to the Bureau of Standards to develop the Univac for use of 
the Bureau of the Census, that Sperry Rand wound up with it. We 
now find a situation where they sell the computer to the Government 
for twice the cost to private institutions. 

Mr. Hansen. They sell and rent their equipment at standard prices, 
not only to the Government, but to commercial institutions, too. This 
isa discount they offer to certain universities because apparently they 
feel training of people in this field is worth a great deal to them, and 
the way to get people trained in this field is to get their computers 
into the hands of universities where research and training is being 
done. 

I don’t think there is any basis for saying that the prices being paid 
by the Government for computers are necessarily out of line. Cer- 
tainly the computers we are buying are returning more than their 
costs many times over to us. 

Mr. Suettey. I think between Mr. Rooney and myself we have 
developed the point that I wanted in the record. : 


Mr. Burerss. I think that is a good point to have gone into further. 
Mr. Preston. Mr. Bow? 


WORK PERFORMED FOR FEDERAL RESERVE SYSTEM 


Mr. Bow. On this census of retail that the Federal Reserve has 
been taking, you have been taking that for the Federal Reserve, have 
you not ¢ 

Mr. Grieves. No, sir. 

Mr. Bow. When did you start to take it for the Federal Reserve? 

Mr. Grirves. We do not now, sir. The proposal here is to change 
the situation. 
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Mr. Bow. Are you familiar with this [displaying a folder] ? 

Mr. Grieves. That is another matter entirely. 

Mr. Bow. This is for the Federal Reserve, is it not? 

Mr. Grinves. Yes, but a different project. It is a survey of the 
financing of small business. 

Mr. Bow. You are doing this for them ? 

Mr. Grirves. Yes. 

Mr. Bow. On a reimbursable basis ? 

Mr. Grieves. Yes. 

Mr. Bow. How much are you reimbursed on this? 

Mr. Grieves. There are a number of projects. Mr. Alexander prob- 
ably has the figures. Weare reimbursed the whole cost to us. 

Mr. Atexanper. My recollection is it is about $25,000 for the job. 
I do not have the exact figure; it could be more. 

Mr. Bow. mi many of this particular census was taken ? 

Mr. Grieves. I don’t know which you happen to have. There isa 
survey that goes to manufacturers and one to retailers. 

Mr. Bow. “Study of Business Finance Experience.” 

Mr. Grieves. It comes in several parts. It involves a few thousand 
companies altogether. 

Mr. Bow. How many censuses are you doing for the Federal 
Reserve Board ? 

Mr. Grieves. At the present time we are probably carrying out half 
a dozen different. projects. 

Mr. Bow. All of it reimbursable ? 

Mr. Grieves. Yes. The Federal Reserve System, including the 
banks, were never equipped to be statistical or data collecting and com- 
piling agencies, and it is an accident of history that they began 40 
vears ago to collect statistics from department. stores. This is, of 
course, outside the b: inking system as such. They do not wish to con- 
tinue to maintain the facilities, which they do not really possess any- 
way, for the collection of retail trade statistics. 

They much prefer to turn this work over to an agency specifically 
equipped to do it. That gives rise to the item we discussed earlier, 
the expansion in the Census Bureau retail trade program. 

Mr. Bow. How much are they going to reimburse you from now 
on on the retail-wholesale trade end of it? 

Mr. Grieves. The Board of Governors has under consideration now 
the amount of supplementation which they would want primarily for 
the benefit of the local banks. This would be statistics for New 
York, Philadelphia, Chicago, and the like, where retail conditions 
varv a great deal. 

Mr. Bow. How much are they going to give you? 

Mr. Grieves. We don’t know ‘yet. 

Mr. Bow. How do you arrive at your 1961 estimate of sums to be 
reimbursed and you don’t know what they will be? 

Mr. Grreves. The amounts they would provide would be for 
statistics not provided in our estimate. Our estimate provides statis- 
tics for the Nation and for the broad geographic regions, the West, 
South, North, et cetera. What they are talking about is statistics for 

particular cities and their supplementation, or ‘the additional data to 
be collected at their expense, would be beyond what is proposed in our 
budget. 
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We do not propose to provide statistics for individual cities. That 
is what they are considering purchasing from the Census Bureau. 

Mr. Bow. Which would be in addition to that which you now plan, 
isthat correct / 

Mr. Grieves. That is correct. 

Mr. Bow. But your increase is based upon the fact that you are 
taking over some of the work from the Federal Reserve, is that 
correct / 

Mr. Grieves. The fact that they wish to withdraw eliminates a 
duplicating operation the proposed census program creates data which 
are far superior to what they are now providing for general public 
purposes ; whereas their measure today is limited to department stores, 
what we would provide is all stores, all kinds of business, and it is 
well known now the department stores do not necessarily move with 
the rest of trade. The Board feels, and I share the feeling, that it is 
very misleading to reflect the trend in local trade in a city, wholly on 
the basis of what department stores are doing. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Preston. Mr. Horan ? 


WORK PERFORMED FOR OTHER AGENCIES 


Mr. Horan. I think Mr. Bow raises a point here that is disturbing 
tome. You are right now on reimbursements, transfers, et cetera. 
You are doing pretty close to $5 million worth of work a year for 
other departments of Government ? 

Mr. Grieves. That is right. 

Mr. Horan. You are doing about a million and a half for non- 
Federal agencies. 

Mr. Grieves. Yes. 

Mr. Horan. Does that create a personnel problem ? 

Mr. Grieves. To some extent it does, but the volume of this work, 
as you can see, does not fluctuate violently and we are uniquely able 
to handle fluctuations in workload. Agencies that are not equipped 
and experienced in this field simply have a terrible time when they 
need some data trying to set up a new organization. It takes years, 
really, to do this. The Census Bureau offers such facilities to the 
Government generally and to some private sectors as well and State 
and local sectors, to accomplish this more readily. We can do it with 
less inconvenience than another nonstatistical organization faced with 
the need to collect statistical information. I think in a way this is 
somewhat analogous to the notion of the Government Printing Office. 
It is a specialized work. It involves field organizations, sampling, 
computers, and the like, and the agencies come for such services to 
the Census Bureau as the general purpose Federal statistical agency. 
The Federal Reserve is taking that same position. 

Mr. Horan. For the benefit of our knowledge, Mr. Chairman, might 
I'suggest that the list of the agencies and other groups be placed in 
the record so that we know where other agencies for which the full 
committee might have to appropriate are? We will know the source 
of these transfers ? 

Mr. Preston. Would that bea very voluminous list? 

Mr, Atexanper. The—— 
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Mr. Horan. If it is, I will withdraw it. 

Mr. ALExANbER. The committee print on page 29 has a summar 
Government agency of advances and reimbursements. The Feder 
Reserve Board is not there, however, since they have their own money. 
We could supplement this without too muc h difficulty. We could 
include the large projects, maybe not the small ones. 

Mr. Horan. It adds to our overall appreciation. 

(The list referred to is as follows :) 


List of work performed for cther agencies and Federal Reserve System in excess of 
$20,000 cost, fiscal years 1959 and 1960 (excluding some work of a classified 
nature) 


Cost, fiscal Estimate, 
Agency and description of work year 1959 fiscal year 
1960 


Department of Agriculture: 
1. Survey of market for food in public schools for Agricultural Marketing 
Service _ __- $24, 957 
2. Survey of farm wages and oper: itions, in conjunction with February 
CPS, for Agricultural Marketing Service s 22, 648 
3. Annual survey of sugar receipts and inventories in retail trade for 
Commodity Stabilization Service - 20, 254 
4. Survey of ownership, condition, year of purchase, etc., of electric and 
gas ranges, sewing machines and electric toasters, in conjunction | 
with June 1959 CPS for Agricultural Research Service ; 
Department of the Air Force: 
1. Card punching and verifying services on Air Force data 
Department of the Army: | 
1. Special processing of foreign water-borne trade data for Board of Engi- 
neers for Rivers and Harbors. . ae oe ae 
Department of Commerce: 
1. Industrial surveys for the Business and Defense Services Administra- 
tion____- eat ee, 105, 522 
. Surve VS concerning stocks of survival items for BDSA___- 120, 998 
3. Textile survey for BDSA____- . ; 
. Development and construction of an automatic ‘punch “machine for | 
Wegther Bureau. 24, 383 
. Provision of telephone, health, and bus services for Weather Bureau 
personne! stationed at Suitland, Md., FOB 4. ENT £27 
Mail survey of automobile use for Bureau of Public Roads 
Deps artment of Defense: 
1. Punching selected data into IBM punchcards 
— Services Administration: | 
Tabulation of GSA Real Property Inventory Cards. a 30, 513 
Departament of Health, Education, and Welfare: 
. Household interview survey phase and computer services of the Na- | 
tional Health Survey, including Hawaii, for Public Health Service-__} 985, 603 
2. Survey of smoking habits in conjunction with CPS, for National Insti- | 
tutes of Health_ Sr ckie chad Kaesoued ct iee 
Department of Labor: } 
1. Data collection and tabulation services for the Monthly Report on the 
Labor Force for the Bureau of Labor Statistics, in conjunction 
with CPS_-_- . 
———— Aeronautics and Space “Administration: 
1. Card punching and tabulation services on NASA data-- 
National Science Foundation: 
1. Annual survey of research and development costs of industry-oriented 
organizations aa Seo PEAS < es 2.2 57,000 
Treasury Department: 
1. Provision of electronic computer services for the Internal Revenue | 
Service ee eee oak sp Sere 156, 878 167, 700 
Federal Reserve System: 
1. Quarterly survey on consumer buying plans and ownership of con- re 
sumer goods in conjunction with CPS_______...--.---...-.---- 76, 883 | 138, 117 
2. Survey of financing of small business -- 45, 128 | 45, 000 
A survey of users of 3d-class mail financed jointly by BDSA and Small Busi- 
ness Administration 77, 229 | 150, 000 





Mr. Rooney. If I may ask one question, do you do any census oF 
statistic work for profitmaking organizations or bodies? 

Mr. ALexanver. We would not do anything that involved collection 
of any new information to serve the purposes Sof a profit. organization. 
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We do offer a general service from our censuses, and from other infor- 
mation that we have already collected such as on foreign trade. We 
furnish breakdowns at cost below the level that we regularly publish, 
but we do not collect any new information for any profitmaking group. 

Mr. Rooney. In other words, you sell what you already have on 
hand? 

Mr. ALEXANDER. Yes. 

Mr. Burcess. Maybe working it up in a different combination. 

Mr. Grieves. This is most common in foreign trade. We have a 
copy of every transaction. 

Companies come in and say, “We need this combination or some 
product that is not in the published list.” We take the existing rec- 
ords and we rework them on a reimbursement basis. 

Mr. Avexanper. I might add, too, that when we do make an ar- 
rangement with the private organization to furnish them special 
tabulations, we reserve the right to make that information generally 
available to the public. If it is of any public interest we make those 
reports generally available at no further cost. 

Mr. Suetitey. May I ask a couple of questions at this point? 

Mr. Preston. Yes. 


INTEGRATION OF CENSUS AND FEDERAL RESERVE SYSTEM STATISTICS 


Mr. Sueiiey. To get back on this subject of the Federal Reserve, 
as I understand, for 40 years the Federal Reserve has been conducting 
this department store survey. 

Have they been conducting that with their own people or over the 
40 years have you been conduc ‘ting it for them on a ceimbursable basis? 

Mr. Grieves. They have been conducting it with their own people. 
That is what they want to change. 

Mr. Sueiiey. You say they ‘want to get out of it, which means the 
Bureau of Census will take it over. You will not only do it on depart- 
ment stores, but you will do it on all of the retail businesses ? 

Mr. Grieves. That is right. 

Mr. Sueutey. Is the reason for that because there has been a shift 
in buyer habits to the appliance stores and specialty stores ? 

Mr. Grieves. That is right. 

Mr. Suetiey. And the development of suburban communities. 

Then that ought to mean a reduction of personnel in the Federal 
Reserve with a possible i increase in your personnel. 

Mr. Grieves. Yes. It is a possible development. Of course, the 
general feeling is that there is need for more information overall about 
retail trade than we now have and cert tainly in the postwar period the 
behavior of the consumer has been not at all in the classical notion of 
how consumers behave. They have saved us on several occasions 
from what looked like a depression. They just kept on buying. 

I would like, if I might, Mr. Chairman, in order to clarify this 
discussion a little, to offer for the record a letter from the Board of 
Governors on this project which describes their position. 

Mr. Preston. We will be glad to have it inserted in the record at 
this point. 
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(The letter is as follows:) 





Boarp OF GOVERNORS, 
FEDERAL RESERVE SYSTEM, 
Washington, D.C., January 11, 1960. 

Mr. Rosert W. BurGeEss, 
Director, Bureau of the Census, 
Suitland, Md. 


Dear Mr. Burcess: I am writing to you at this time in connection with the 
improved program for the collection and publication of information on retail 
trade, which is included in the Budget request for the Bureau of the Census for 
fiscal 1961. As you are well aware, we feel that current information on retail 
trade is vital to the sound formulation of current monetary policy. It was for 
this reason that we originally undertook to collect information on department 
store sales almost 40 years ago. 

The availability of weekly information on total retail sales and the more 
volatile component, which corresponds roughly to the concept of discretionary 
spending on the part of consumers, should be an extremely valuable resource to 
all those who follow current economic developments. 

We are also very pleased that this program will make it possible for us to 
withdraw from the direct collection of data in the field of retail trade, and 
eliminate any duplieation or overlapping which might otherwise exist between 
our efforts and those of the Bureau of the Census. We do have a continuing 
interest in local and regional information because of the regional structure of the 
Federal Reserve System. For that reason, we expect to arrange for you to colleet 
and publish certain data reflecting retail trade for a substantial number of 
metropolitan areas, in addition to the national and broad regional data covered by 
the program contained in your appropriation request. This form of participation 
seems to us to be vastly preferable to the direct collection and publication of 
this type of information that we have done in the past. 

Specifically, I hope to be able to inform you within the next few days of the 
System’s formal acceptance of your proposal, that we reimburse you for the 
expense of collecting and publishing data for so-called total GAAFF sales and 
department store sales monthly, and department store sales weekly, for the 60 
largest metropolitan areas in the United States. 

Sincerely, 

Guy E. Noyes, 
Director, Division of Research and Statistics. 

Mr. Sureniey. If I may ask one other question, Mr. Grieves, when 
you get these requests for a wn ial census or for some work on a re 
imbursable basis from other Government departments to avoid in- 
creasing, or any great increase in your temporary employment roll, 
are you ina position to say, “We now have several other requests and 
you will have to wait until we can get around todo that.” 

Isthat the habit? What isthe system ? 

Mr. Grieves. Generally speaking, our rule is that the work we do 
for others may not interfere with the regular work of the Bureau. It 

takes second priority. 

Mr. Presron. Thank you, gentlemen. 
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Tuerspay, JANUARY 12, 1960. 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


WITNESSES 


CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 


H. HERBERT HUGHES, ACTING ADMINISTRATOR, BUSINESS AND 
DEFENSE SERVICES ADMINISTRATION 


JOHN C. GREEN, DIRECTOR, OFFICE OF TECHNICAL SERVICES 
VICTOR ROTERUS, DIRECTOR, OFFICE OF AREA DEVELOPMENT 
H. W. KETCHUM, DIRECTOR, OFFICE OF DISTRIBUTION 





Program and financing 


} ! 
| 1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 





1. Industries and commodities- -_- ; & | $1, 736, 132 $1, 982, 000 $2, 197, 000 
2. Marketing and distribution__---- ‘ ~ 222, 020 260, 000 262, 000 
3. Technical information... insta ial hl 7 | 1, 101, 049 996, 000 1, 100, 000 
4. Area development ; Seis Cre 218, 851 | 300, 000 502, 000 
Executive direction keen eds ii | 292, 767 296, 843 | 305, 000 
Total operating costs 3, 570, 819 | 3, 834, 843 | 4, 366, 000 
6. Re lation « if costs A obligations: Obligations incurred 
for costs of other Years, M&t..........ccascc cscecass | 10, 020 | DAN Bo ivi cates 
Total program (obligations) --- 3, 580, 839 | 3, 841, 000 | 4, 366, 000 
rane | | 
Comparative transfers to other accounts dca | 3, 947, 616 2, 334, 000 | 
Unobligated balance no longer available bee | 51, 965 | 
| 
|— . ‘ 
New obligational authority. ...-- : fond - | 7, 580, 420 6, 175, 000 4, 366, 000 
New obligational authority | 
Appropriation. -- Gintiatedne lata ais aaladiias 7, 543, 420 | 6, 000, 000 4, 366, 000 
rr 1 ferred from 
‘19 58 cens uses of business, manufactures, and minerals | 
industries’’ (73 Stat. 440)- ee R70 OE il ccsamekes 
‘Salaries and expenses,”’ general administration (64 | 
Stat. 1263) ea S40 Be I ica eiiecs sate becenasannees 
ea 4 connie | ; ~ 
Appropriation (adjusted) -_..........--.- FF 7, 580, 420 6, 175, 000 | 4, 366, 000 
| 
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Object classification 








1959 actual 1960 estimate | 1961 estimate 





‘Total number of permanent positions Doane 557 | 57% 627 
Full-time equivalent of all other positions 1 |} 3 | 3 
Average number of all employees . ee ee re a 365 | 396 | 448 
Number of employees at end of year. ____- a 524 | 555 | 607 
Average GS grade and salary rR 19.1 $7,736! 9.1 $7,675 9.0 $7, 580 
j= = ——— —"— ——— Sa — 
01 Personal services: 
Permanent positions_____- ; a -| $2,657, 865 $2, 902, 800 $3, 245, 800 
Positions other than permane nt. ; 24, 791 38, 000 28, 000 
Other personal services. --..- J RS 18, 260 25, 500 16, 500 
Total personal services. ._____-__- eee i 2, 700, 916 2, 966, 300 | 3, 290, 300 
02 Travel. ree i 7 neat 37, 537 | 50, 000 | 70, 000 
03 Transport ition of ‘things. > . Perch cee 2, 658 3, 800 | 3, 800 
04 Communication services_- . = 61, 161 65, 700 69, 600 
05 Rents and utility services___ ; sic ais wh hreeaie Aw os | 626 | 100 | 100 
06 Printing and re production _- te a seal 291, 888 | 234 500 246, 500 
07 Other contractual services ; tis 107, 329 142, 100 | 244, 100 
Services performe d by othe r age mcies...... 7 5 iil 109, 387 146, 600 186, 100 
08 Supplies and materials_- ee ee = . 3 37, 796 | 32, 500 34, 000 
09 Equipment : 5 ee eas ; . 59, 255 | 8, 000 8, 000 
li Grants, subsidies, and contributions. J = 167,011 | 188, 800 210, - 
13. Refunds, awards, and indemnities ‘ cael 3, 230 900 | 
15 Taxes and assessments.____._______- : wee oe 2, 045 1, 700 i. 7” 
enn Sse | 3, 580, 839 3, 841, 000 | 4, 366, 000 


| 


Mr. Preston. The next item for consideration is the Business and 
Defense Services Administration. 

We have with us today, to testify on this subject, the Acting Ad- 
ministrator, Mr. H. Herbert. Hughes. 

I might say by way of preface for the record and for those present 
that we acknowledge the absence of Mr. H. B. McCoy and we miss 
him. He is no longer with the Department of Commerce, having 
resigned and gone into some other activity. 

Mr. McC oy was a very able administrator and rendered many years 
of faithful service to his Government and to the Department of Com- 
merce. We genuinely miss him here today. 

However, we are happy to have you as Acting Administrator, Mr. 
Hughes. Do you have a prepared statement that you wish to read? 

Mr. Huaeues. Yes, sir. Might I say we all miss Mr. McCoy. 

This statement I have is less than 10 minutes and with your permis- 
sion, sir, I would like to read it. 

Mr. Preston. Very well. 


GENERAL STATEMENT 


Mr. Hucues. My name is H. Herbert Hughes. I am Deputy Ad- 
ministrator of the Business and Defense Services Administration and 
am currently serving as Acting Administrator. Mr. McCoy, who 
was so familiar to the members of this committee, retired at the end 
of December after almost 40 years of Government service. I feel 
humble in attempting to replace Mr. McCoy, but I assure you that 
I shall do my best to answer any questions you may have regarding 
our proposed program. 

As we face the decade of the sixties, it seems clear that we may ex- 
pect continuance of the unprecedented growth and development of 
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industry at — and abroad. The Soviet Union’s economic offensive 
will make it imperative that our Nation make full, efficient, and 
judicious use of its economic resources to maintain its position in 
the world. This means that the Government must have available 
current knowledge on the structure and fabric of various industries 
for application to the many problems which axe already upon us and 
which we can expect to increase. 

The statutory authority on which the Department of Commerce’s 
activities rest makes this the duty and province of the Secretary of 
Commerce and the hard core of his Department’s economic activity. 
The focal point. for this reservoir of technical and economic knowl- 
edge of individual industries lies in BDSA’s industries and com- 
modities activities. Our 25 industry divisions—which make up the 
bulk of this budget item—have the responsibility for providing in- 
dustrial know ledge and analysis to the business community, to the 
Congress, and to other agencies of the Government. 

I believe that the role BDSA plays in serving as a liaison between 
the Federal Government and private industry is well known to the 
members of this committee. What is perhaps not so well known is 
the degree to which BDSA is drawn upon by other parts of the Gov- 
ernment requiring information on business and industry for applica 
tion to the numerous problems which face them in the discharge of 
their own responsibilities. I do not think it unfair to say that the 
ability of the Government to achieve national objectives effectively 
would suffer a serious setback without such information, and, without 
BDSA as a source upon which to draw, comparable organizations 
would have to be created and perhaps duplicated if these needs are 
tobe met. It was this concept which led to the establishment of the 
Business and Defense Services Administration, and its predecessor 
agencies, in the first place. 

Our budget presentation for fiscal year 1961 represents somewhat 
of a departure from our past practice. You will note from the briefest 
review of the justification for our “Industries and commodities” item 
that considerable emphasis has been placed on a description of what 
our agency has actually been doing rather than in an elaborate descrip- 
tion of our plans for the development of new activities. You will 
note the wide range of services being performed at the present time for 
other Government agencies, W hile these services do not make our re- 
sponsibilities to the public and business community any less important, 
the value of our agency’s product in the economic field should be 
evaluated on the basis of our total output for all its uses. 


INDUSTRIES AND COMMODITIES 


We are requesting an increase of $294,000 in fiscal year 1961 to 
provide for some acceleration of our program of industrial economics 
and industry projects. While we are mindful of the distinct probabil- 
ity that the events in fiscal year 1961 will have an important bearmg 
on the precise kind of studies which will have to be undertaken, we 
are presently developing plans for basic studies in the fields of textiles; 
pulp, paper, and board; chemicals; electronics; fibrous glass; metal- 
working equipment; power equipment and nickel. 
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DEFENSE MOBILIZATION ACTIVITIES 


I should footnote my remarks regarding our “Industries and com- 
modities” item by saying that the results of these studies will be ap- 
plicable to the Government’s defense mobilization activities as well as 
to more general economic problems. This, of course, is true of the 
bulk of our industrial and economic output—with the utilization of 
the results for industrial mobilization activities representing but one 
of the applications of the same knowledge. Activities carried on 
under specific delegation from the Office of Civil and Defense Mo- 
bilization will be funded in that agency’s budget in accordance with 
the Appropriations Committee request in its report on the fiscal year 
1959 budget hearing. This sum is $1,700,000 for fiscal year 1961. 


OFFICE OF DISTRIBUTION 


In addition to the foregoing activities, BDSA serves as a central 
oint within the Department for contact with and services to those 
yuUSINess concerns engaged in the distribution of goods and services, 
This responsibility is discharged through its Office of Distribution. 
This Office collects and disseminates statistics and data on the eco- 
nomics of distribution in the interest of stimulating the development 
of a more effective and efficient marketing system. No increase in 
funds is requested for this activity. 


OFFICE OF TECHNICAL SERVICES 


Through its Office of Technical Services, BDSA carries out the 
statutory responsibilities of the Department of disseminating tech- 
nological, scientific, and engineering information to American busi- 
ness and industry. Approximately half of the requested increase of 
$100,000 is to provide for the increased workload of dissemination of 
reports and the other $50,000 is in lieu of funds heretofore transferred 
from the National Science Foundation. This change in the method 
of funding has been made at the request of NSF. 


OFFICE OF AREA DEVELOPMENT 


Through its Office of Area Development, BDSA furnishes assist- 
ance and advice in response to requests from States, communities, and 
local development groups on area problems such as labor surpluses, 
economic development, industrial diversification, and new plant loca- 
tions. An increase of $200,000 is requested for this activity. Half of 
this increase will restore the budget level of fiscal year 1958, and 
enable the Office more adequately to assist areas of substantial labor 
surplus. The other $100,000 is for the purpose of developing and test- 
ing a pilot program to assist small towns in their economic develop- 
ment efforts. Many of these small communities, isolated from major 
markets and without adequate facilities to compete with larger towns 
to attract new industries, need guidance to develop solutions to their 
economic problems. This proposal will bring to these small towns 
the collective experience of other communities in similar situations. 

In summary, then, we are requesting an increase of $594,000 for 
operations during fiscal year 1961. We feel that the ever-increasing 
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emphasis on U.S. economic growth and resource utilization must in- 
evitably bring increasing demands on our agency’s technical skills and 
knowledge. ‘This is our business. We believe, and we hope the com- 
mittee agrees, that the requested increase will permit BDSA to make 
a modest contribution to our Nation’s economic strength and security. 

If I may revert to the $1,700,000 which is coming to us through the 
OCDM budget. 

This is not for any separate activity or organization. As we have 
demonstrated, and as Mr. McCoy indicated last year, our industry 
divisions, and exactly the same people with very few exceptions, work 
on both business and economic problems and on mobilization prob- 
lems, so that we have the same group of people spending time on both 
industry projects, mobilization problems, and splitting their time 
between the two. 

In many instances, as we point out here, the fundamental basic 
work we do relates to both series of problems so we cannot set up two 
separate organizations and we do not doso. 

Ithank you, sir. 

SALARIES AND EXPENSES 


Mr. Preston. At this point we shall insert pages 305, 307, and 309 
of the justification in the record. 
(The pages referred to follow :) 
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Summary of requirements 











NE, Se CEI I 5 6c dene bo wcncinn cnesacanenensabsteecsssccucmaces $6, 000, 000 
Supplemental (transfer from ‘1958 Ce nsuses of Business, Manufactures, and Min- 
ES freer ascdhaniaubaitaakees akan amanareasendaeooust yawey aie 175, 000 
Soe eeemrs $6, 175, 000 
AGG: Tee OF REIT DONORS DEOBTOM. gw oon ck css cecicccdccseteccce eceeemeuen sitgicctual ti ta 31, 000 
Deduct: 
Penn Wu muIRONRINIINND CUNO ON RID 2a Sc oe ewan nctamenneaadesoanen 11, 000 
Comparative transfer to ‘‘Salaries and expenses Ss, , Office of Field Services” ____- 2, 334, 000 
NEE i hicatecctmobanwcuaatcceboracwae ane seperti ouabain kdiene ibibo 89, 000 
-—— —- —2, 434, 000 
I il a i i le Rivne 3, 7 ‘ 72, 000 
Net difference—1961 over 1960: 
| Requirements Difference, 
ees ee eee ______| increase 
| (+) or de- 
1960 1961 crease (—) 
adjusted | estimate 
siecle ita cai ces te | $$$ |__| 
Industries and commodities_..............-.-.-.---- $1, 903, 000 | $2, 197, 000 +$294, 000 
Marketing and distribution..........._- Seog aen 262, 000 262, 000 |... 
Technical information. ........-.------------------- | 1,000,000 | 1,100,000 | +100, 000 
I Tk os aii aoe aiid 302, 000 502, 000 +200, 000 
AAT SO HEMI one vencnandcgnndacecouwaetasnet 305, 000 305, DOP Bina cciesnwe 
| = Spe Se 
EOVOUNOINOINS occ came cnancs “3, 772, 000° 4, 366, 000 +594, 000 594, 000 








Total estimate of appropriation, 1961...........~....cccnccccccasccuce ah ab estirpcer eclipse ieiealrss 


4, 366, 000 








177 
























































conse-- wrenen-| 000 ‘998 ‘F irae acres Taare ec eer eee Se ee a ee Se te meee ae ee ee ce eS ere 
paigeces ------] gp ‘T we eccenn|enenonnsttnn] aig ty Rores sSer=Falanenassng> Soh aan oe coretes seers ceed htt eee 
GekereSesnee --! 006 pregasnesers rear ames --2--- calen= =e =P 4 oez ‘ef iain: cadet Weil eae: ah ie adi ey 
ee ------| 906 ‘0IZ [ee shies ere era ae nee Teetvemeeosels soictias Uy | (i fe | we roesceriececcncccceatacae=s*"""""DUN} JUSUIOIOL OF WONG} 
-0109 :SU013NG]1]U0 Pus ‘seIpIsqns ‘sjuBI_ 
puns ane eto 000 ‘8 | ------------|------------ weeneeneree|ennnnn-sbeee 69 Rene Rees see rete eee Sen hes es tee See er ee ae qusurdinby 
eitenwwe ------] 900 ‘$e ~+---+------ oe---------- =: snapseesehs ---| "We pig ape! leiactaies anprendetn \hasedgh ane seas ““s[8]Je7eU pus serddng 
or-------- ----] QOL ‘OST wseereoccocee|ssenecccssos! pnntgg = ===> ESP rere reser ‘60T Oe ee ee ee eee ~-""-sa1ouese Jeq}0 Aq pouliojsed saojAzeg 
UhadRewnesiand OO ‘FEZ -----+-----|------------ See eenseccecfuternen--e5 ‘101 ee "aan ee renae wena cseccsm=rec=-"" REA me feqenule wut) 
Sebabeucn sede Gee. | ni eset ssn [ere e-aee slalelaieietaetetatate ona aeaen - aes An, fee ee Ree ee ae ee uoljonpoides pus ZuyjUpIg 
Stone ---------| 99] -----------]------------ Se toncnsrewe|swenrereeee= wweenmsenn=="==-sogTa sos AUIIIN PUB S2UVzY 
aera inaet ----] 909 ‘69 -+---------|------------ wenn wenewennlawnnnenennns wot eeenmn==-==—=--SaT A TOS UO]JBOJUNMIUIOD 
tices Crasennt 008 ‘£ wrececerene-|o-s---------] 009 ‘9 ee were enen-|-eecee----- Seenre eee aaf= =~ =a SN owns sr ees sen poss Se Set pe ee 
oe Ee hl ‘eee ee ——_— tt. - . = —_ ee 20 ote ER at a ee ek Oe ee, ee ee w""* "PAG, 
| 7S0e[qGo 4vGIO 
1z¢ 008 ‘062 ‘€ StF | $9 008 ‘9F6 968 18¢ 916 ‘002 ‘% coe C9 Pee Age ae hee eee OR ae eae BICOL 
9 008 ‘FF g | 8 008 ‘EF £ 8 10 ‘th t Smee OP es eee ee ee ee Eo, 
sig 008 ‘S¥z ‘ES ChP 129 008 ‘206 ‘Z$ £68 €Lg G98 ‘LE9 ‘Z$ 9E mae oa ee > Be Biya 2 JUSUBUIII 
:S00lA los [BUOSIOg 
suoryisod | suor}ised suorjzsod suorjzisod suorzisod suolqzisod 
qunoulry Jo Jaquimu | Jo Joquinu qyunoury jo Jequinu | jo Joquinu qunowly jo Jequinu | Jo Jequinu 
6961 ‘08 “AON eseloAyY | WNUTIxeyy esBloAy | UNUMIxByy eselaAy | WINUIIXeyy 
‘peAo[dulg i A ee ea ciate SE oem encineteinetnndtatietiins 
1961 ‘OI8UITISA poysn{ps ‘0961 97eUIIASy peisn[pe ‘eg6l [enqwoy 











suo1jpb1)90 pajypwisa fo fiup 


uUuUny 





178 


Mr. Preston. What is a correct base for you for 1960 if we elimi- 
nate the field offices of Commerce / 

Mr. Hucues. If we eliminate field offices it is $3,772,000 through 
the Department of Commerce appropriations. 

Mr. Presron. What would be the total for BDSA including OCDM 
activities for 1961 ? 

Mr. HucGues. $4,366,000 plus $1,700,000. That becomes $6,066,000, 
sir. 
Mr. Preston. How does that compare with 1960? 
Mr. Hucues. It isan increase of $594,000. 


PERSONNEL 


Mr. Presron. How many additional positions are requested for 
1961? 

Mr. Hueues. The total is 54, they are split 21 for the industries 
and commodities, industrial economic studies, 15 in the Office of Tech- 
nical Services, and 18 in the Office of Area Development. 

Mr. Preston. That includes both activities, OCDM and BDSA? 

Mr. Hugues. Yes,sir. Nothing additional inOCDM. 


DETERMINATION OF STUDIES UNDERTAKEN 


Mr. Preston. What is the basis for determining what kinds of 
studies will be undertaken? For instance, on page 3 of the state- 
ment you indicate you are presently contemplating plans for basic 
studies in the field of textiles. What is the basis for arriving at that? 

Mr. Huenes. We have given a lot of thought to that and we have 
come up with a 12-point list of things we think we should cover in 
the various commodity areas. 

In some commodities and products some of these things become of 
lesser significance and others of major significance, but our checklist 
is first the basic structure, character, products made, end uses, value 
and volume, employment, capital invested, and that kind of thing. 

Then, the kinds of raw materials and components required, and 
particularly their sources, the problems of sources, whether an in- 
dustry depends on imported materials, and so on. 

Growth trends and characteristics, and long-range projections are 
important, what the foreseeable effects are of competitive things. For 
example, in textiles, plastics have taken over many of the markets 
formerly available to the textiles industry. 

Trends in costs in the industry are important, what has happened in 
the cost of the raw materials, and other fundamental costs. 

Trends in price data and the characteristics of pricing are import- 
ant. 

An analysis of the markets with respect to population, climate, geo- 
graphy, and style are important in our export trade. 

Industry capacity, utilization of capacity, and the factors which 
influence new investment in a new industry. 

The effects of Government policies and programs on industry levels, 
tax amortization programs, that have been blostering some industries. 

The industry position in international trade, impact of imports 
from abroad, what the export market is, and what has happened in 
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that particular industry with respect to the investment of the industry 
abroad. 

Next we have short-term and long-term outlooks affecting expansion 
and technological developments as : they affect expansion. 

Those are the types of things we feel constitute a basic industrial 
economic study. If we have that kind of study for an industry we 
feel we can answer whatever problems might be posed for mobilization 
or for any other purpose. 


TERMINATION OF STUDIES 


Mr. Preston. How do you go about winding up one of these 
studies¢ How long do you carry them on? 

Mr. Hueues. It ‘depends on the number of people that can be put 
on such a study. Very frankly, within our present resources to do 
this kind of study for a particular industry would be a fairly long 
time project. 

However, might I say this: We have been for the past 2 years 
attempting to reorient our program toward this objective so that 
many of the things we are now working on contribute to specific 
chapters of such a comprehensive basic study. 


ADDITIONAL POSITIONS 


Mr. Preston. Do you have a table of the 21 additional positions 
you are seeking under industries and commodities, showing grades, 
salaries, titles, and so forth ¢ 

Mr. Hucues. The 21 positions include 2 in GS-13, 2 in GS-12, and 

below GS-12. These will be primarily oe people to 
dig into the grubby work of coming up with new data. 


WORKLOAD STATISTICS FOR MARKETING AND DISTRIBUTION 


Mr. Preston. Do you have any comparative workload statistics 
for marketing and distribution? I note no increase requested for this 
activity but I would like to have an idea of the workload. 

Mr. Hvuenes. I will call on Mr. Ketchum, head of the Office of 
Sikeiiablé tonmaunened, 

Mr. Presron. Can you give us comparative figures about your 
workload in the area of marketing and distribution ? 

Mr. Kercnum. I don’t know exactly what you mean. You mean 
numbers of people? 

Mr. Preston. Workload. What do you do there? 

Mr. Kercuum. We have 27 people. They are evenly balanced as 
among the different grades. Our primary activities relate to the 
collection, collation, and dissemination of information on markets, 
and the development of new information and preparation of publi- 
cations that will assist those who are interested in market growth and 
inthe penetration of markets. 

Mr. Preston. How many bulletins such as that did you get out in 
1959 7 

Mr. Kercuum. In the last year we completed three one-time bulle- 
tins. We also have a monthly periodical of 14 issues, 12 monthly is- 
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sues and 2 semiannual cumulative subject indexes. This is a service 
to list and describe all of the significant materials made available by 
all agencies of Government and private sources which can be used by 
businesses of all kinds who are trying to locate new markets and in- 
formation to guide and assist them: in marketing operations or dis- 
tribution research. 

Mr. Preston. Do you have a regular mailing list of people to whom 
you send these monthly bulletins, are they distributed through the 
field offices, or how ? 

Mr. Kercnum. The periodical is distributed on subscription by the 
Government Printing Office primarily. The others are sold by the 
Government Printing Office on an individual price basis. 

Mr. Preston. Are any distributed without cost ? 

Mr. Kercuum. Yes. We have an official distribution of our peri- 
odical which is made under the Budget Bureau regulations. 

Mr. Preston. I refer to the public. 

Mr. Kercuum. Without cost? 

Mr. Preston. Yes. 

Mr. Kercuum. No, unless it is to handle an inquiry. 

Mr. Preston. How much income has been derived from that source! 

Mr. Krercuum. By the Government Printing Office? I do not have 
that figure. 

Mr. Preston. How many are they using? Do you know how many 
they publish monthly ? 

Mr. Kercuum. They sell approximately 5,000 a month of our pe- 
riodicals. They recently suggested a reduction in subscription price 
as it more than pays the cost of printing. 

I might add, I think it is part of your original question, as Mr. 
Hughes pointed out about 40 percent of our workload lies in fields of 
activities over which we have no control, handling inquiries, consulta- 
tion, making reports on requested information for the Secretary, 
Members of Congress, and that sort of thing. We are the only unit 
which specializes in overall marketing and distribution which is 
always growing in importance. 


TECHNICAL INFORMATION 


Mr. Preston. Mr. Hughes, you asked for $100,000 increase in the 
area of technical information. You say $50,000 is in lieu of funds 
heretofore transferred from the National Science Foundation. Is 
that related to the dissemination of information established from 
translations ? 

Mr. Hueues. I will relay that question to Mr. John Green. 

Mr. Green. That $50,000 which the National Science Foundation 
allocated to us was to increase our collections of Government research 
information in the basic sciences. It was separate from the activity 
in foreign translations. 

Mr. Preston. Entirely separate? 

Mr. Green. Entirely senarate, sir. ; 

T have a short statement if you would care to hear it covering the 
$100,000. 

Mr. Preston. Very well. 

Mr. Green. The $100,000 requested is directly related to the in- 
creased support of scientific research by the Federal Government. 
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To illustrate—in fiscal 1958, Government research expenditures totaled 
$4.5 billion. There is a time lag between the research contract and 
the receipt of the completed research report. Thus, in the next fiscal 
year we acquired, cataloged, announced, and distributed 10,000 scien- 
tific reports. In fiscal 1959 Government expenditures for scientific 
research rose to $6.6 billion. This is producing about 12,500 reports 
which we are processing this fiscal year. In fiscal 1960 the estimate 
is for a $7.5 billion research expenditure by the Government. Our 
experience shows that this will produce a workload of 16,000 reports 
in fiscal 1961. Thus, there is a direct relationship between congres- 
sional authorizations for scientific effort and the amount of new re- 
search information developed. Our task, and it’s a big one, is to see 
that this new information gets to the scientist and the engineer in 
the university, the research institute, and private industry. 

In analyzing the $100,000 requested, it should be noted that only 
$45,000 constitutes additional funds; the rest ($55,000) is to replace 
a grant in that amount hitherto supplied by the National Science 
Foundation. In past years the Foundation transferred funds to us 
to assist in the collection, processing, and announcement of Govern- 
ment research in the basic sciences. It seemed to us, and to the 
Foundation, that it would be more orderly budget practice to make 
this a direct appropriation request. Thus, it is not carried in the 
Foundation’s program for the coming fiscal year. 

The $45,000 requested is divided into two areas—$25,000 for five 
positions and $20,000 to examine mechanized information handling 
systems to see which best fits our needs. With respect to the first, we 
believe that a minimum of 5 additional positions are needed to process 
the 16,000 reports, 3,500 over current levels, which we will receive next 
year. 

As Mr. Rooney undoubtedly will recollect, 9 years ago we came be- 
fore this committee with a request of $250,000 to mechanize our in- 
formation program to provide a faster, more complete, and accurate 
service. While sympathetic to the concept, the committee recom- 
mended deferment. Since that time our program has grown to 30,000 
reports a year —s the Soviet translation program which we 
began in fiscal 1959. Also, in these 9 years a number of alternate 
mechanized SV a ‘for information h: indling have been developed. 
We recognize the importance of a mechanized system to a large in- 
formation program such as ours. However, we feel it would be un- 
wise to make a choice without a careful analysis of the different 
systems available and some pilot experiments demonstrating their 
usefulness to our program. We Bie se to transfer funds to the 
data processing division of the National Bureau of Standards to 
support such an investigation. 

In summary, we are asking $55,000 to continue support of 10 people 
heretofore financed by funds transferred from the National Science 
Foundation, $25.000 for 5 additional positions and $20,000 for an 
examination of the usefulness of mechanized information systems 
to our program. 

Mr. Preston. It is amazing how good you people can make these 
requests sound. 

Mr. Green. You gentlemen are very generous in supporting scien- 
tific research, but it is not enough to do the research and write the 
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report. The information has to get out. This is the job you gave us, 


ment bases their claim on some branch of scientific research. 


t 
i 


Mr. Suewxiry. It is interesting to find out every branch of Govern. | 


Mr. Green. We started this job in 1945 with the dissemination of | 


World War II research. 

Then we were given the job of bringing back foreign information 
from Germany. We are pioneers in this field, and we are the major 
Government agency in this matter of dissemination of scientific infor- 
mation. 

Mr. Preston. How much was the grant from the National Science 
Foundation / 

Mr. Green. Actually $55,000. The $50,000 is personal services and 
$5,000 for other objects. Mr. Hughes’ statement is an approximate 
figure. 

(Discussion held off the record. ) 


AREA DEVELOPMENT 


Mr. Preston. Mr. Roterus, explain the basis for requesting funds to 
restore the budget level of fiscal year 1958 for area development. Why 
is this an important year? Why should not the amount requested be 
based on conditions presently existing ? 

Mr. Rorervs. We had funds at the level of $400,000, roughly, in 
1958, which was reduced to $200,000 in fiscal year 1959. Last year 
you restored $100,000, This year, of our $200,000 request, the first 
part of it relates to the complete restoration of the 1958 level where we 
were operating at high efficiency. 

Mr. Preston. What was your 1958 level ? 

Mr. Rorervs. About $ 395.000. roughly. 

Mr. Preston. You have gone above it in this request. 

Mr. Rorervus. Yes. Weare asking for $200,000 additional this year. 
One-half of that, $100,000, is to restore the 1958 level. Further, we are 
asking for an additional $100,000 to initiate a new program for small- 
town needs in area development. 

Mr. Preston. How is this progr: am related to the proposed legisla- 
tion for area assistance activity ? 

Mr. Rorervs. If such legislation went through, then there would be 
a very close relationship between this activity and such legislation. 
The proposed a ion is on much more ambitious grounds than our 
requested budget. I do not know what would be done administra- 
tively, but. it would be simple to absorb our operation into the much 
larger one contemplated under the legislation. This is a decision for 
higher authority. 

The fact is that our budget request. amounts to about $500,000. 
The smallest bill proposed is at < $50 million, and others run into 
considerably larger amounts. I do not think there would be any 
problem of absorbing our small operation. 

Mr. Preston. How has your workload been running, Mr, Roterus! 
How many cases can you show us? 

Mr. Rorervs. I have two sets of figures which I thought would be 
interesting. One indicates how we ha ave been running under the dif- 
ferent budget levels going back to 1958. That is the paper I now 
hand you. 
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The other document indicates some of the activities we have been 
engaged in in the first 6 months of this year, and we projected that 
to put it on an annual basis. That is this document. I now hand you. 

Under the first budget, relating to the fluctuations under the budget 
level, you can see in 1958 when we were at what we thought was a 
fairly adequate level, we serviced 217 communities in the field. In 
other words, we had representatives consulting with organized groups 
in their own areas 

That fell off in 1959 to 89 visitations and this ~~ we estimate 110, 
based on actual trips in the first half of the yea 

Mr. Preston. Do you have a breakdown on nee these 110 com- 
munities are located ? 

Mr. Rorerus. We can supply it. I do not have statistics here. We 
have the information on a map. 

Mr. Preston. Can you make a little chart from the map, showing 
how many in Alabama and how many in New Mexico, for example? 

(The information requested follows :) 


Alabama: Birmingham New York: Westbury 
California: San Francisco North Dakota: Bismark 
Idaho: Ohio: 

Bonners Ferry Cleveland 

Wallace-Kellogg Zaleski 
Indiana: Fort Wayne Oklahoma: Oklahoma City 
Iowa: Iowa City Oregon: Portland 
Kentucky : Pennsylvania : 

Frankfort Hazleton 

Lexington Wilkes-Barre 

Louisville Windber 
Maine : Puerto Rico: 

Biddeford Carolina 

Portland Mayaquez 

Saco San Juan 

Sanford Rhode Island: Warwick 
Massachusetts: Vermont: 

North Adams Burlington 

West Springfield Newport 
Mississippi: Natchez Virgin Islands: St. Thomas 
Montana: Butte Washington: 
New Hampshire: Seattle 

Berlin Spokane 

Lancaster Tacoma 

Littleton 


Whitefield 


NotTe.—This tabulation lists communities assisted by the Office of Area Development 
during the period July 1 through December 31, 1959. It is estimated that field visits will 
occur at a somewhat higher rate in the last half of fiscal year 1960, resulting in technical 
on-the-spot consultation to a total of approximately 110 communities for the year. 


Mr. Preston. We shall insert in the record the two charts to which 
you referred. 
(The charts referred to follow :) 


Examples of Office of Area Development service fluctuations under varying budgels 








Fiseal 1960 ! | Fiseal 1959 Fiscal 1958 


— ietiiiincenbeis esis —_ & — | ____—__—— 


Budget level. ; eh Ak ere crete Sry $302, 000 $218, 851 | $395, 000 
Communities assisted in field . : pao 110 89 217 
Technical reports and publications : a ei, 35 26 | 61 
Industrial fact sheets for labor surplus areas______---__--------| 17 15 26 


1 Estimate of 1960 services derived by projecting service experience for first 6 months to entire year, 
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Selected Indexes of workload of Office of Arca Development; fiscal year 1960' 


Communities receiving development advice (correspondence and field 


MRR ess oe es a a ee eM Se Se dee a i 912 
Business firms assisted on industrial location problems____----------~- 408 
Firms and local communities receiving assistance on new product de- 

IOI a ne I a re ee el aians 246 
Special services to State dev elopment ON aa asta renee 96 
Communities visited on area development programs_____-------- Be ie 110 
PN a ec hapa a ee es 2 gacias gama tap wostaa nese the aS mean acter 470 
RnR IES 1A DONNIE a 8 a ek, imeem enied 6, 922 
a a ei 112 


1 Estimates derived by projecting first 6 months’ experience to entire year. 

Mr. Rorervs. I might explain that none of the workload figures 
meet the demand. We have more demand for field trips than we can 
possibly meet. 

SUCCESS IN ASSISTING COMMUNITIES 


Mr. Preston. Have you been reasonably successful in assisting com- 
munities, Mr. Roterus? 

Mr. Rorervs. Yes. We cannot claim wonders, but all of our clients 
have been well satisfied. They think they have been helped. 

We assist on the technical side. We work with communities. For 
example, in 1954 we developed a booklet on planned industrial parks. 
At that time there were only about 100 in the country. Now there are 
over 1,000. This booklet has been the “bible” in that development. As 
a matter of fact, there is one getting started in Spokane. I think Mr. 
Horan has had a good deal to do with getting that started.’ 

(Discussion held off the record.) 

Mr. Rorerus. In other insté inces of our technical assistance, com- 
munities form a committee or a corporation. They come to us as to 
what to do next. They ask what do other communities do, how do 
they go about attacking their economic problems, how do they organ- 
ize and finance these efforts. How do they contact. expanding indus- 
try? How do they find out which are the growth industries and 
what types of industries are suited to their locality? They come to us 
with all those sorts of questions, and also ask whether the Federal 
Government can help on this or that project. 

For example, they may be thinking of getting an industry which 
will not come in unless they provide a water facility. We then tell 
them of the community facilities program in HHF A, or if it is a sew- 
erage problem they are interested in we tell them of the grant pro- 
gram available in HEW. 

All we have to offer is advice and suggestions but we have quite a 
file of letters and commendations from people who feel we have been 
quite helpful. 

Sometimes we tell these communities they ought to hire someone on 
a full-time basis to work on the problem. They will ask for sugges- 
tions and we will suggest qualified personnel. 

They keep coming to us. Some requests are small and some are rea- 
sonably large. 

Another example. Where communities are really hurting, we point 
out their advantages to industry representatives and ask them to take 
a look at them as “possible locations for branch plants. This way we 
hope to get a private enterprise type of solution. 
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Mr. Orcustx. You might touch on our contacts with the national 
industrial realtors organization and the effect of that on your pro- 
gram. 

Mr. Rorervs. Wetr ee an exper iment with some of the communities 
up in Maine—Sanford, Saco, and Biddeford. Again we adopted a 
private enterprise approach, forming a task force of some members 
from the Society of Industrial Realtors. We asked these gentlemen 
whose private business is industrial development if they would help 
out some of these communities. 

They agreed as a matter of public service. They formed a task 
force, they went up at their own expense, and we conferred in these 
communities with mayors and industrial groups. They offered sug- 
gestions and looked over facilities and sites. 
~ The task force members were from Boston, New York, Philadel- 
phia, and Baltimore. They made fine suggestions, gave good advice, 
told the local organizations where they could market their properties, 
and offered to use their resources in helping market some of the old 
and abandoned facilities up there. 

It cost the Government no more than my time and my travel and 
subsistence up there. The rest of the effort was contributed. We 
think it will pay off; in fact, we know it will pay off. 

Mr. Preston, We think that isa fine report. 


INDUSTRY LOCATION SERVICES 


Do you ever have engineering firms who render location services to 
industries who call upon you for any information 

Mr. Rorerus. Yes. We have also an industrial-locations service 
which industry uses, where we say in effect we have a one-stop service. 

[f the industry comes to us they can get available Government 
information without running all over town. We have it in one place 
or we will get it, so if they want information on labor rates we will 
get it from the Bureau of Labor Statistics for them. If they want 
information on power rates we will get it from the Federal Power 
Commission, and we collect it all into one place. Many industries 
make our office a regular point of call. 

Also the consulting services in the industrial development field 
use our information as well as the census and other information. As 
a matter of fact, we made a plea for them to help these stricken com- 
munities. In their analysis they have to call the facts as they are. 
All we can do is to call attention to these communities and ask the 
consulting firms to take them into consideration when they make their 
location surveys. 

Mr. Sueviey. Let me give you thisexample. An established indus- 
try comes into your office. They state they want to open up a branch 
operation on the west. coast or somewhere in the Southwest or the 
Northwest, since the trend is out to the West. They state they want 
to service the entire western area with their product. 

Can you give us the information they ask you for? Do they want 
to know what areas might have sites with labor supply, labor rates, 
power rates, distribution facilities, rail and truck, water rates, and 
so forth? Do you give them that in one package? 
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Mr. Rorerus. All we promise to do is to make available what data 
is available in the Federal Government. 

We go further, then, and tell them that if they are going to Cali- 
fornia there is a new commission set up at the State level on which 
they should call to get all the State information to supplement our 
information. 

Also we keep a directory of all the local development corporations. 
We advise them to go first to the State level, then to the railroad and 
utility area development departments to get the information they 
have, and finally to the localities. 

Mr. Suetiry. You give them the basic information from which 
they can work ¢ 

Mr. Rorerus. Yes, basic Federal Government information, and then 
the utility, railroad, and local sources for other information. 

For example, if the inquiry concerns Georgia we advise them to go 
to the Georgia Department of Commerce, the Georgia Power Co., the 
particular railroads, and then the community level. The competition 
ona community level ts very, very acute. 

Mr. Suetty. Yes, particularly on the west coast. 

Mr. Rorerus. I should mention that all industry is not going to 
California. Some industry expansions are going from California to 
the East because they have saturated their markets out here and we 
have inquiries about the East from California. 


INDUSTRIAL PARKS 


Mr. Roonry. I am looking at this brochure entitled “Organized In- 
dustrial Districts.” 

I wonder how it is that since most of the depressed areas are in the 
East and Northeast, I find but two in this lst of case histories of 
successful districts. 

Mr. Rorervs. The singular fact about planned industrial parks is 
that they got their greatest initial impetus in the Southwest and West. 
Perhaps that is one of the reasons these areas are doing so well. 

Since the initiation and publication of our study there has been # 
great growth of planned industrial parks in the Northeast and par- 
ticularly in New England. There were very few at all at the time of 
our study. 

Mr. Rooney. I notice this is dated June of 1954. 

Would you insert at this point in the record a list of the locations 
of industrial parks which your organization has brought about or has 
been concerned with since that time? 

To save our time, list only those in the Northeast area of the United 
States. 

Mr. Rorervus. I would like to state this: In area development we 
work with the States and with the localities. If we try to take full 
credit for anything we would be declaring a falsehood and we would 
be extremely unwise because it is always a cooperative thing. 

We can, however, point out where we have worked with somebody 
else or helped somebody on such a matter. 
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(The material referred to follows :) 


The Office of Area Development gave direct technical advice and assistance in 
various stages of planning, development, layout, financing, and promotion of 
the following planned industrial parks: 


Battle Creek Industrial District, Battle Creek, Mich. 
Bayou-Casotte Industrial District, Pascagoula, Miss. 
Beltsville Industrial Center, Beltsville, Md. 

Brook Hollow Industrial District, Dallas, Tex. 

Buckeye Industrial District, Springfield, Ohio. 

Dayton Industrial Park, Dayton, Ohio. 

Down River Industrial Area, Trenton, Mich. 

Dulles International Airport Industrial Park, Washington, D.C. 
Expressway Industrial Park, Toledo, Ohio. 

Fairfax Industrial District, Kansas City, Kans. 

Fair Lawn Industrial Park, Fair Lawn, N.J. 

Fall River Industrial District, Fall River, Mass. 

Fort Wayne Industrial District, Fort Wayne, Ind. 
Gardner Industrial Park, Gardner, Mass. 

Jackson Industrial District, Jackson, Miss. 

Kearny Mesa Industrial District, San Diego, Calif. 
Lowell Industrial Park, Lowell, Mass. 

Natchez Industrial District, Natchez, Miss. 

Norfolk Industrial District, Norfolk, Va. 

Northeast Airport Industrial District, Philadelphia, Pa. 
Pueblo Industrial District, Pueblo, Colo. 

Research Triangle Industrial Area, Raleigh-Durham-Chapel Hill, N.C. 
Saco-Biddeford Industrial Park, Saco, Maine. 

Scranton Industrial District, Scranton, Pa. 

Spokane Industrial Sites, Spokane, Wash. 

Trinity Industrial District, Dallas, Tex. 

Vicksburg Industrial District, Vicksburg, Miss. 
Washington-Rockville Industrial Park, Rockville, Md. 
Westbury Industrial Park, Long Island, N.Y. 
Winston-Salem Industrial Park, Winston-Salem, N.C. 

Mr. RooNry. Have you had anything to do with those mentioned in 
this June 1954 brochure ? 

Mr. Rorerus. No, because this is when we first got our feet wet in 
the whole field of planned industrial parks. We made our findings 
available so other sections could profit by the experience of the South- 
west and West. 

Mr. Rooney. You want to plead not guilty and stay away from the 
subject ? 

Mr. Rorerus. Many use our advices in initiating parks. We have 
one of the five leading experts in the country in our Office on Planned 
Industrial Parks and he is used very extensively in all sections of 
the country. 

ASSESSMENT OF SERVICE TO COMMUNITIES 


Mr. Rooney. In 1959, according to this chart which you have 
handed us, you assisted 89 communities in the field. Was that suc- 
cessfully ? 

Mr. Rorerus. It is difficult to say what has happened since our 
visits. One reason we are asking for additional funds is that we have 
not been able to follow up on what was done about our advices and 
exactly what has resulted. 

Mr. Roonry. Let us stay with the 89. Have you assisted them 
successfully ¢ 
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to which it has been helpful we would not be able to say. 
We can give you instances of how—— 
Mr. Rooney. That does not seem like too much work 
for 36 employees. 
Mr. Rorervus. That is true. 
Mr. Rooney. How many did you have in 1959 ? 
Mr. Rorervs. In 1959 we had 21. 


av 


Mr. Rorervus. Our assistance has been helpful. The exact extent 


Mr. Rooney. Would you insert at this point in the record a chart 
showing the communities which you assisted in the field and the 


achievements in connection therewith, if any / 
(The information requested follows: ) 


Type of technical consultation provided 


Industrial | 
develop- |Industrial Procure- | Growth 
ment and area | Planned ment industries} 
State and community organ- | develop- jindustrial) and new | informa- 
i7ation ment parks | products tion 
and fi- | services | | 


nancing 


Alaska: 

Juneau X 
Metlakatla__- X 

California 
Menlo Park X 
Palo Alto xX 
San Francisco 3 

Connecticut: Hartford ! X 

Florida 
Cocoa X X X c 
Titusville xX xX X ms 
St. Augustine xX xX 

Hawaii | 
Honolulu X B | 
Kona xX 
Hilo a 
Mani X | 
Molokai_.- X 
Kanai X 5: ie ‘ isl | 

Mlinois: | 
Moline , xX xX oe 
Rock Island i. 

Indiana: 

Fort Wayne ee x 
South Bend_____-- : . X | : 

Iowa: | | 
Boone xX x X xX | 
Davenport X X xX | X 
Des Moines is. X x X 
Forest City xX xX X | X 

Kentucky 
Barbourville_- ‘ce X xX 
Corbin X x X | 
Grayson. xX X ‘a | 
Harlan 4 | X -| 3 | 
Hazard a xX 4 
Middlesboro xX xX a le 
Paintsville e. xX | X 
Pikesville x X xXx 
Pineville X X | X 
Princeton __- xX a X 
South Portsmouth 2 X x 2 

Maine: | | 
Augusta ; : ae xX Lae eh icos 
Kezar Falls- Lae he 
Limerick -. a 4 > 
Portland____- X RESET es 
Saco 4 . e | 
Sanford____- _— xX +4 

Beers Masten 9. gcc cnc sun ccc cuacs X xX X X 

Massachusetts: 

Lawrence._......--- : chcenetd ae $a aan 
North Adams_..___- ; RcnuEtl ce eae oat On xX 
Rowley. Sesa i xX z 
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T'y pe of technical consultation provide d 
; Industrial 
T develop- 
ment 
State and community organ- 
ization 
and fi- 
nancing 
‘tf Michigan 
' Jackson 
ie Lansing 3_.._. X 
Minnesota: 
Minneapolis 
St. Paul 
Mississippi: 
i Biloxi 
| Charleston 
Columbus 
Gulfport 
Hazelhurst 
j Jackson 
7 | Natchez. 
} New Albany 
e Pascagoula 
. rupelo 
Vicksburg 
Missouri: Kansas City 
New Hampshire: Concord 2 X 
New Jersey; Southern New Jersey X 
New York: Buffalo = 
North Carolina: Wilmington. X 
UhlO 
Columbus 
Dayton 
Oregon 
Coos Bay x 
Eugene X 
Grants Pass X 
MeMinnvillk X 
Milton-Freewater X 
Mount Angel x 
Pendleton. xX 
Portland X 
Roseburg x 
Sil erton = 
Vernonia xX 
I yivania: Minersville - 
Rhode Island 
Providence | = 
Warwick xX 
Memphis 
Nashville | 
ia: Roanoke i= 
Washington: Longview | 
West Virginia | 
Charleston xX 
Elkins 3 xX 
Hinton xX 
Jackson’s Mill 4 X 
Moorefield x 
Oak Hill X 
Petersburg X 
Ronceverts X 
Welch ; 
Vyoming Casper _ 
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Continued 
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! Business opportunities show and exhibit; varying numbers of State, area, and community development 
organizations attending 
* Area meeting; from 12 to 25 communities represented. 


‘Statewide meeting. 
‘National Rural Development Conf rence. 


Mr. Roonry. That is all, Mr. Chairman. 


Mr. Preston. Mr. Bow? 
Mr. Bow. I have no questions. 


I wondered how this country grew 
ind prospered and got so big before we had this outfit. 
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Mr. Rorervus. We are not claiming any credit for national pros- 
perity or increase in gross national product. We help communities 
who call for assistance and apparently there has been general congres- 
sional concern about them. 

Mr. Bow. I know, and I think you have done a good job. You have 
helped somewhat in my district. 

Sometimes it is rather interesting to hear all these things and then 
you wonder how we got to the point where we needed them. 

Mr. Rorerus. I am sorry if 1 may have seemed a bit boastful. | 
did not intend to. 

Mr. Rooney. I do not think you boasted at all. You backed up. 

Mr. Suettey. You have been very modest. 

Mr. Orcuste. He is extremely modest. In my 7 years in the Com- 
merce Department for the Office of Area Development, a small Gov- 
ernment agency with limited funds and very limited personnel, we 
have had more letters from both sides of the aisle of Congress, Sen- 
ate, and House, congratulating us on the job this little organization 
has done. 

You take an economy such as ours—constant changes in new prod- 
ucts and industries moving around the country, we do have problems 
in these areas which require help. This office tells them what other 
towns have done which have been in similar circumstances. Work- 
ing very closely with the Small Business Administration, local devel- 
opment, and State development funds, I think they have done an out- 
standingly fine job. 

When, as, and if a development bill ever passes, here is the nucleus 
of an organization, the finest in Government in that field, that could 
staff that setup once it came into being. 

Mr. Roonry. You understand my point, Mr. Secretary, in asking for 
this list ? 

Mr. Orcustr. I sure do. 

Mr. Rooney. It should be interesting to see what has been done 
with towns such as Wilkes-Barre, Pa. 

Mr. Orcuste. Yes, Lowell, Mass. 

Mr. Roonry. Lowell is in the book. I refer also to Providence, R.I, 
in which Mr. Fogarty would be interested. 

Mr. Orcuste. I had occasion to drive up to Maine recently. When 
I went over Route 128 and saw one industrial park after another in 
formation, and saw what they have done, it is really fabulous. The 
electronics industries, plastics industries, distribution industries— 
they are all spread out there. 

Mr. Rooney. Did any of these things occur without assistance from 
the area development group ? 

Mr. Orcustr. Many have, but we have had our impact on many of 
them. I do not think there is any question about it. It stimulated 
many towns in their thinking. 

Mr. Rooney. You mean they read your press releases ? 

Mr. Orcuste. Our press releases and booklets. We put out a booklet 
on recreational facilities and the possibilities of recreation. 

I think this booklet has probably sold more than any other booklet 
we have ever put out. 
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Mr. Rorerus. Yes. Someone mentioned Mr. Flood’s area where 
they have several industrial parks. They have an industrial park in 
Wilkes-Barre, for example, and a good program. 

Mr. Rooney. Did you have anything to do with the development of 
the park in Hazleton ¢ 

Mr. Rorervus. We gave technical assistance. They put up the 
money, do the work, and we help them to help themselves. 

Mr. Roonry. I understand you do not put up money. You merely 
give advice. I understand that. 

Mr. Orcuste. And stimulation. 

Mr. Suettry. You have played a part in this? 

Mr. Orcus.ie. A great part. 

Mr. Preston. I am in support of this agency but I do not know 
[ am interested to the extent of $200,000. 

[ want you to be properly equipped, however. 

(Discussion held off the record. ) 

Mr. Preston. Thank you very much, gentlemen. 


OFFICE OF BUSINESS ECONOMICS 
WITNESSES 


CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

M. JOSEPH MEEHAN, DIRECTOR, OFFICE OF BUSINESS ECONOMICS 
LOUIS J. PARADISO, CHIEF STATISTICIAN 

GEORGE JASZI, CHIEF ECONOMIST 


Program and pny 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 


1. Preparation of national income and product data... - $356, 221 | $493, 875 | $590, 670 
2. Analysis of business trends 454, 327 443, 740 | 445, 250 
3. Computation of the balance of international payments 308, 571 344, 660 | 346, 060 
4. Executive direction. ____- 7 Se . at 123, 422 117, 725 118, 020 
Total program costs 1, 242, 541 | 1, 400, 000 1, 500, 000 
5. Relation of costs to obligations: Costs “financed from 

obligations of other years, net (- Py a ee < —2,161 |_- 
: Total program (obligations) dice aaie 1, 240, 380 | 1, 400, 000 | 1, 500, 000 
rinancing: Unobligated balance no longer avails able Sh eee Ds ics cocci a es 
Appropriation (new obligational authority)_.......-.--- 1, 241, 800 | 1, 400, 000 | 1, 500, 000 


50435—60—-—-13 
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Object classification 





1959 actual | 1960 estimate! 1961 estimate 


Total number of permanent positions__---- Sikes alin} ecktrw ocd 164 180 193 
Average number of all employees EE Sosa akin 146 | 170 180 
154 180 193 


Number of employees at end of year. -.-.-...---_------.-- 


BR OTeNE TI ORIG GRO BONING «occ ccennccccnccedncccensian- .---| 8&2 $6,711 | 84 $6,775 | 8.5 $6, 856 


01 Personal services: 


Permanent positions... __-- as aawenee amt $1, 008, 214 $1,15 1, 640 $1, 234, 022 
Positions other than permanent- 3 . — 1,813 O06 lingceaupabade 
ear ANORT BOT VION 5 oon ccc ccemccocesccs a 4, 009 10,071 5, 100 

| 
Total personal services_....-- A ESE ne 1,014, 036 ks 164, 895 1, 239, 122 
TU ae es Pisisbieietcct asc 5, 291 | 6,000 | 7, 000 
03 Trans sportation of things Sede aeety al et tk OR a areas 77 75 | 75 
04 Communication services. Oe deem aeval See a 13, 364 14, 000 | 15, 000 
06 Printing and reproduction___.....-_._- be ee Si 83, 509 94, 230 96, 110 
07 Other contractual services pinnae 20, 318 8, 000 | 21, 193 
Services P verformed by other II no  dcctieeee 22,012 27, 000 | 27, 000 
08 Supplies and materials.............---- ela iaa 4, 232 | 3, 000 3, 500 
09 Equipment... eee. ES 49 = . a sO ae 11, 688 | 7,000 | 10, 000 
11 Grants, subsidies, and contributions bg Ee a ne 65, O76 | 75, 800 | 81, 000 
13. Refunds, awards, and indemnities ye hciain aX eee 665 |}.... ; vies ncaa 
] NE Os GERURRITIORIE oe co ceo ranmne amare . ve 112 Sane awiie 
1, 240, 380 1, 400, 000 , 500, 000 


Total obligations. -_-....- Se ee ‘ pitas Bee ce 


Mr. Presron. The next item we shall take up is the Office of Busi- 
ness Economics. 

That is found on page 51 of the committee print and page 500 of 
the justifications. 

We shall insert in the record pages 502 through 504. 

(The justification pages referred to are as follows :) 


year 1961 


fiscal 


Summary of budget estimates, 
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Summary of requirements 


Approprasion,; 2900 (regular GH0) = 2 oo oases ee ca ce icenaues . aaemeengneare $1, 400, 000 
TOU nesccminvcss seakbspactdsdsddeoieda bed beckonweicae Pa dienn wu beNecees hnaueeatenaed ~~ 1, 400, 000 

ARE? OE CE AGT TN oo os acu ccsceecaewemneennteddactinescaacwaweuneus ad 10, 000 
Deduct: 1 compensable day under 1960. ..--..--. eacceeees : eee SS 4, 500 
«5, 500 

IIS I TN aus ay aint Sar sl daiteah ep dase ag oun ee hea ten hina ek ait cbse Saens ntdeies, ane 


Net difference, 1961 over 1960: 





Requirements | Difference, 
__|increase (+) 
or de- 





adjusted estimate | 








1960 1961 crease (—) 
Preparation of national income and product data Ra $496, 170 $590, 670 +$94, 500 
Analysis of business trends : 445, 250 SERS fovnccccenane 
Computation of balance of international payments 346, 060  ticescknseads 
ROTO COO rauicasuGccee cn Sucsucasebauabas 118, 020 SEG ED Focaccaedned 
(YORE COCs one tanseeccoeneensck 1. 405, 500 1, 500, 000 +94, 500 94, 500 
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Mr. Preston. We have with us the able Director of this Office, Mr. 
Joseph Meehan, who has been before us many years in the past. We 
are always glad to have him appear. 

Do you have a prepared statement, Mr. Meehan ? 

Mr. Mreenan. Yes, I do, Mr. Chairman. With your permission, 
I would like to read it. 

Mr. Preston. Is it lengthy 4 

Mr. Mrenan. No; it 1s very short. It simply gives you the high- 
lights. 

Mr. Presron. Very well. You may proceed, Mr. Meehan. 


GENERAL STATEMENT 


Mr. Meenan. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to present a short general statement of the 
program and progress of the Office of Business Economics. Our 
budget for the fiscal year 1961 requests a total of $1,500,000, repre- 
senting an increase of $100,000 over the total for the current fiscal 
year. 

We do not propose to initiate any new projects. The additional 
amount of $94,500 is for the purpose of carrying out the second part of 
the “Industry Purchases and Sales” study which was initiated this 
year with the funds provided for this Berpeee for fiscal 1960. ‘This 
would permit the necessary e xpansion in the National Income Division 
to utilize the primary statistical data which is now beginning to flow 
from the Bureau of the Census as the 1958 economic censuses are 
completed. 

Fiscal 1960 funds are being applied to our regular operations; to 
the work on the industrial breakdown of GNP; and to the worldwide 
survey of American private investments abroad, which was launched 
last year. We expect to have summary results from the foreign- 
investment census available by the end of this fiscal year. 

We are making good progress on the first stage of the new national- 
income report. Information on purchases and sales is to be developed 
for the major lines of business which constitute the entire national 
economy. This is a major statistical undertaking which will improve 
the usefulness of the national-income accounts for the analysts of the 
interrelations among major parts of the economy. 

The Office has during the current year been able to carry on its 
regular work of providing information on the national-income ac- 
counts and on the international transactions of the United States. 
This has icluded the continuing servicing of business, and meeting 
the need of other Government agencies, including the President’s 
Council of Economic Advisers. 

Our data and economic analyses can best be maintained by carrying 
out our basic program under a generally endorsed sequence of 
priorities. It is necessary to mi uintain continuity of developmental 
work, and to sustain a high quality of output, and our budget request 
will enable us to do this. 

In our justification, we have presented a statement covering each 
of our major operations, including on pages 505 and 506 the purpose 
for which the additional funds for the national-income work is re- 
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quired. I shall be glad to comment further as you desire upon this, 
and other aspects of the budget presentation. 

We have with us today Mr. aan Jaszi, who is in charge of our 
national-income work. I would like to introduce him to the mem- 
bers of the committee, since this is his first visit here. He is in a posi- 
tion to give you any detailed information you may desire. 

Mr. Preston. How long have you been with the Office, Doctor ? 

Mr. Jaszt. Since 1942. 

Mr. Preston. 1942? 

Mr. Jaszr. Yes. 

Mr. Preston. He isan old hand. 

Mr. Meenan. Yes; he just moved up. 

Mr. Preston. You have been keeping him in the background here- 
tofore. 

Mr. Mrenan. He has not been in the background. He has been in 
the forefront of the work that we have been doing. He has now been 
made Assistant Director of the Office in place of Dr. Schw: artz, whom 
you remember from earlier visits to the committee. 

Mr. Suevitey. Mr. Chairman, maybe he was just smart enough not 
to get up here before these committees. 

Mr. Preston. It looks like they brought in the fullback this time. 

Mr. Mrenan. I am sure you will find him well equipped to give you 
the information you may wish. 


ADDITIONAL POSITIONS 


Mr. Preston. Well, what are you going to do with these 13 addi- 
tional positions ? Have you a chart of the grades, salaries, et cetera! 
Mr. Meruan. There is a table here which I a which will give 
the positions and grades which are involved. I shall be glad to pre- 
sent this at this particular time, either for the record or otherwise, as 
you desire. 

That represents the distribution of the additional positions. They 
are, you will notice, primarily business economists who will be used 
in the evaluation and working up of the estimates from the original 
statistical material which will be furnished to us from other sources. 
This comes, primarily, as I indicated in my opening statement, from 
the material which we have arranged to obtain from the Bureau of 
the Census as part of the initial work on this new project. We have 
set up the requirements and have gone over them exhaustively with 
the Bureau of the Census and have arranged with that Bureau to pro- 
vide us as part of the regular work in connection with the census of 
business. That census, as indicated in the earlier statements before 
the committee, is reaching its final stages, and we now have the ma- 
terial we need to carry forward this study. 

This represents the second phase, the processing stage toward which 
we have bead building. The requested amount will bring us up to 


the required level to carry forward this project. 

Mr. Preston. Is this the first year you have been gathering data 
on industrial purchases and sales 

Mr. Meenan. The current fiscal year is the first year. 

Mr. Preston. What did we give you for that purpose? 

Mr. Mreuan. We received for that purpose approximately $100,000. 
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Mr. Preston. When you got that money, did you tell us anything 
about having to have $78,000 salaries and $15,000 for other objects? 

Mr. Meenan. Yes, Mr. Chairman, we did. We indicated that this 
project. would take 3 years to complete. 

Mr. Preston. Did you tell us about any more people, Mr. Meehan? 

Mr. Meenan. Yes. We told you that the amount which we were 
requesting for the current fiscal year was for the initial stage of the 
project, where we had to do the preliminary work and set up to utilize 
the data which would flow during the coming fiscal year. We indi- 
cated at that time that it would be necessary for us to have the addi- 
tional staff which is here spelled out in order to e “ ry on the project. 

Mr. Preston. I do not recall it, Mr. Meehan. I do not deny the 
accuracy of your statement. I just do not recall in the testimony 
last vear that we contemplated this enlargement of the staff. It might 
be helpful to refer to the hearings to see what the record shows. 

Of course, there are many things that I forget in a year. We hear 
somuch testimony it is impossible to recall all the details. 

Mr. Meenan. Yes. We endeavored to indicate at that time that 
this was a 3-year project and would take that length of time to com- 
plete. 

Mr. Preston. It might be a 3-year project and still not call for 
additional people in fiscal year 1961. 

Mr. Meenan. As I indicated, Mr. Chairman, I tried to point out at 
that time that this would be the requirement for the continuation of 
this project. 

CENSUS OF FOREIGN INVESTMENTS 


Mr. Preston. What do you mean by the statement which appears 

on page 512 of the justifications— 
Such intelligence is necessary, both to compute the balance of international 
payments and the debtor-creditor position of the United States, and to evaluate 
the role of such investments in our domestic economy. It has been requested 
frequently by various congressional committees aware that currently available 
material is not adequate. 

Mr. Meenan. This refers, Mr. Chairman, to the census of, first, 
foreign investments abroad; and, secondly, to the foreign investments 
inthe United States. At the present time, as I indicated in my open- 
ing statement, we have completed the material for the census of 
American foreign investments abroad. This is the first complete 
census which we have taken in many years. The reference in this 
particular section is to the balance-of- payments aspects of both the 
flow of capital abroad and to the receipt of income in the U.S. balance 
of payments as a result of the flow of ¢ apital abroad—the earnings 
and dividends which come back. 

The second part of that project, which we will initiate with the 
work of the foreign capital abroad out of the way, is the census of 
foreign investment in the United States. 

We have no data of a comprehensive nature on foreign invest ments 
inthe United States. That is also a considerable element in our inter- 
national transactions. 

We shall, as part of this census, do the work involved in making a 
current compilation of all long-term foreign investments in the United 
States, their size and particular industries, and their character. We 
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will then have as a benchmark, as we call it, or simply a current base, 
knowledge from which we can move forward on the estimates of the 
items in the balance of international payments relating to that 
investment. 

At the present time, we do have, of course, a very comprehensive flow 
of statistical data measuring this item in our international transac- 
tions. That is, we get the current flow of foreign capital into the 
United States and we get the information currently on the payments 
in the way of dividend or otherwise on that investment. That is 
currently estimated for balance-of-payments purposes, but for each 
of these items we have to have a benchmark so that we can check 
up on the accuracy of our estimates and give the additional detail 
necessary for the measurement of the basic foreign investments in 
the United States. 

Mr. Preston. Isn’t it rather surprising that we do not have any 
data on the sum total of foreign investments in this country, with all 
of the Commerce Department’s farflung activities and the Census 
Bureau’s activities? 

Mr. Meenan. We do have, Mr. Chairman, current estimates of the 
size of those investments. 

Mr. Preston. I thought you said a while ago you have no informa- 
tion about the total of foreign investments in the United States. 

Mr. Mrenan. No. We do not have this information on foreign 
investments in the United States. We do have current estimates that 
we make of the size of those investments which are issued on the basis 
of the best information we have. But we have not taken a compre 
hensive census of the foreign investments in the United States since 
the war period when, as a result of the mobilization of economic re- 
sources for war, a complete census of both long- and short-term capital 
investments in the United States was made for the year 1942. There 
has been no complete census and reporting of statistics on this capital 
investment since that time. 

Mr. Preston. Why hasn’t there, Mr. Meehan ? 

Mr. Mrenan. It has not been done because we have not had the 
facilities to do each of these tasks that we are talking about in our 
statement. 

In our initial statement I indicated that we are proceeding under a 
system of priorities which—within the scope of the resources which 
we have—guides us in what we can produce in the way of projects of 
the individual type required. We have not had this particular item 
above the priorities assigned to other projects, and consequently this 
has been deferred in the interest of doing what have been considered 
to be first things first. 

Mr. Preston. You have never asked this committee for funds for 
this purpose since I have been on it, as I recall. 

Mr. Meenan. No. We have not asked for funds for this purpose, 
but we have included this part in our request, not in an additional re- 
quest. The committee and the Congress have given us in the last 
year’s budget the amount of money which we requested to do the com- 
plete census. The census of our foreign investments abroad is more 
comprehensive and requires more input in the way of personnel and 
otherwise to collect the information on our foreign investments. This 
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is because they are much larger, much more extensive, and much more 
diversified. 

As part of the project, and in this case we have the funds to com- 
plete the project which is to do the census of foreign investments in 
the United States. 

Mr. Preston. Have you released any information yet as to what this 
figure is likely to be? 

Mr. Mernan. We have released annually our estimates. 

Mr. Preston. I am talking about as a result of the census. 

Mr. Mrrwan. No. We have not asa result of the census issued any 
preliminary figures as yet. As I indicated in my opening statement, 
we expect to consolidate—to put the final results together—and to 
get the results out by the end of this current fiscal year. By next May 
or June we will issue the new figures—I mean the current figures— 
based upon the census, which as far as the collection of information is 
concerned is finished. The preparation for printing of the compre- 
hensive tables is underway at the present time and I expect these will 
be completed by May. 

Mr. Preston. Will that census show when these were made, these 
investments were made, and what year? 

Mr. Megpnan. It will not give a time series; it will give a compre- 
hensive benchmark for the year 1958. It will enable us to check on 
the running estimates we have made annually, and will indicate the 
degree to which our current estimate is approximately in line with 
the actu: ality or somewhat different. It will give us the additional de- 
tail, and will give the basis required for forthcoming years for a 
much better estimate than we have at the present time. The qual- 
ity of these estimates will be substantially improved. 

Mr. Preston. What was the last estimate you made, about $35 
billion ? 

Mr. Mrenan. That was the estimate of our foreign investments; 
yes, sir. 

EFFECT OF DENYING ADDITIONAL POSITIONS 


Mr. Preston. What would happen, Mr. Meehan, if the committee 
did not allow these 13 additional positions? 

Mr. Meenan. If the committee did not allow us the 13 additional 
positions, Mr. Chairman, the result would be to slow up the progress 
on the industry sales and purchase projects and to stretch out rather 
indefinitely into the future the completion of the work. You see, we 
will now be confronted with or have in hand, the basic statistical data 
that we need, and we would just be up against the handling of it in 
émanner which would produce the required results. It would mean 
that the completion date for the basic tables at the end would have to 
be deferred to an indefinite period beyond our present schedule. 

Mr. Preston. You have 65 people in this area now. 

Are there any questions on this item, gentlemen ? 

Mr. Horan. I would like to proceed with that just a little bit. 

Mr. Preston. Mr. Horan. 
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RECRUITMENT OF PERSONNEL 


Mr. Horan. Mr. Meehan, I certainly agree with you that we have 
to organize and make available the results of this census as it fits 
into your office. I was wondering where you are going to get these 
13 people, and this is a two-pr onged question, where you are going to 
recruit them and why they have to > be permanent. 

Mr. Mrenan. To answer your first question, we will recruit them 
generally from individuals who are available, who have some ex- 
perience in this particular type of work and so are peculiarly quali- 
fied to step in and to do the work which is required without an 
extensive period of training on the initial phase of the project. This 
has required personnel of the same type that we will require for the 
10 new average positions which we have asked for, and so we do not 
anticipate any difficulty in a rather prompt recruitment of the per- 
sonnel. The second part of your question was 





REQUIREMENT FOR PERMANENT PERSONNEL 


Mr. Horan. Why do they have to be permanent ? 

Mr. Mrrnan. They have to be permanent in the sense that, first, you 
cannot recruit the type of personnel that is required for the project 
on a temporary basis for the reason which I earlier indicated. 

They have to be individuals with some training and experience in 
the field who simply are not going to move from a position which they 
now have that is permanent ‘to a “position which would be temporary. 

The second reason is that in line with the program which we out- 
lined in my opening statement, the work on the national income ac- 
counting will have to proceed on a scale which is so much larger in 
the future than we are able to do at the present time. These individ- 
uals we would later assign when this project is completed to the next 
priority on the list of national income projects. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Preston. Well, if there are no further questions, gentlemen, 
that concludes the hearings on this item. 

Thank you, Mr. Meehan. Mr. Jaszi, we did not deliberately over- 
look you. Next year we will expect you to participate actively. 

Mr. Mrewan. Thank you very much, Mr. Chairman and members 
of the committee. 
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WEDNESDAY, JANUARY 13, 1960. 


PATENT OFFICE 


WITNESSES 


CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


ROBERT C. WATSON, 


COMMISSIONER OF PATENTS 


D. R. ELLIS, HEAD, BUDGET AND FINANCE DIVISION 


Ss. W. KINGSLEY, PERSONNEL OFFICER 


Program and financing 





Program by activities: 
Administration of patent and trademark system ~ 
2. Printing and publication of patent and trademark | 
material 
3. Executive direction and administrative services - - 


Total program costs 


4. Relation of costs to obligations : Obligations incurred for 
CONG Gl GEO WORE, BiG ink cecctitdccuatncatacnke 
Total program (obligations) -...............-.. idatnt 


Financing 
Unobligated balance transferred from ‘‘Ship construction | 
(liquidation of contract authorization),’’ maritime 








1959 actual 


$16, 530, 469 


3, 406, 039 
765, 302 


%, 701, 810 


77,3160 | 


20, 779, 186 


1960 estimate 


| 
$17, 591, 000 


3, 610, 000 
799, 000 


22, 000, ‘000 





| 


22, 000, 060 | 


1961 estimate 


$18, 020, 000 


3, 775, 000 
805, 000 


22, 600, 000 





22, 600, 000 








22, 000, 000 


2, 600, 000 








| 1960 estimate 


1961 estimate 











ST VIRION (70 BObGi ON) > wedseekn chia nescnueauachseste tbs —114, 000 
Unobligated balance no longer available... ._.----.------- 2,114 
Appropriation (new obligational authority)_...........- 20, 667, 300 
Object classification 
1959 actual 
Z ‘ enables | 
Total number of permanent positions. ........................ | 2, 310 
Average number of all employees. ...........................- 2, 197 
Number of employees at end of year. .....................-..- | 2, 232 
OES Aly OD GIN WEG wt ccitencneccccncceawenaneunantum | 8.3 $6, ot] 
01 Personal services: 
PP RRIORE BOUNCE 0 oatinin. od owicdsccvenntcncss- é $15, 326, 671 
a ee 104, 231 
Toatel Peowel SU VIGNS on 65 Sc ccecwsccwddhuces 15, 430, 902 
ee aa ae 22, 874 
03 Transporté ation of things (aWedcéeeidacbdacutatweaunedenccte 10, 979 
Se. SONI ORI ON, SEP WIIG iin cere nnweddennsssindenn dines 110, 586 
05 Rents and utility services.............-...-. iat liaiin etaton 99, 030 
ee EE ae ee eee ee Sey 3, 406, 039 
RO OS EO eee ee ae ee 262, 703 
>: BUD PUSS GAA MAINE i ics ce ckcceewcccicdsacecnbass 179, 019 
ir MRR a nd PEL en emuanie piieania wad 173, 919 
ll Grants, subsidies, and PRI on een te 993, 185 
13 Refunds, awards, and indemnities......................-- 11, 505 


15 Taxes and assessments 





1, 069 


20, 701, 810 
77, 376 


20, 779, 186 











2, 440 2, 440 

2, 340 2, 340 

| 2, 400 2, 400 
904 

$16, 001, 500 $16, 369, 500 
393, 500 338, 500 

16, 305, 000 16, 708, 000 

| 23, 000 23, 000 
10, 000 10, 000 

115, 000 115, 000 

129, 000 129, 000 

3, 610, 000 3, 775, 000 

255, 000 356, 000 

190, 000 190, 000 

215, 000 215, 000 

1, 045, 000 1, 066, 000 

12, 000 12, 000 

1, 000 1, 000 

22, 000, 000 22, 600, 000 
22, 000, 000 22, 600, 000 
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Mr. Preston. The first item this morning is the Patent Office re- 
quest found on page 90 of the committee print, page 726 of the 
justifications. 

Mr. Watson, do you have a prepared statement to present to the 
committee this morning 4 

Mr. Warson. Yes, Mr. Chairman. We have a prepared statement 
and I believe copies have been distributed to all members of the 
committee. 

Mr. Preston. Would you care to read it at this time? 
Mr. Warson. Yes, I shall be pleased to read it. 










GENERAL STATEMENT 


The requested appropriation for 1961, $22,600,000, will permit us 
to maintain our staff at the 1960 authorized level and continue the 
progress which is being made toward bringing the work of the Patent 
Office up to date. The increase of $600, 000 over the 1960 appropria- 
tion will permit the Office to continue its policy of promoting the many 
qualified but relatively new examiners who have not yet reached 
journeyman level; to meet the costs of within-grade salary advance- 
ments; to pay for printing the increased number of patents which it 
plans to issue; and to contribute its share to the new health benefits 
program for employees. The total additional costs for these items 
amount to $665,000 but an offset of $65,000, attributable to the reduc- 
tion of 1 compensable day, results in the net increase of $600,000 
previously mentioned. Any reduction in the requested amount would 
inevitably necessitate some reduction of staff. Although the staff 
will not be, in 1961, as large as that originally contemplated in our 
plans, it will be of sufficient size to allow us to make significant progress 
toward the desired current condition of operation. 

























BACKLOG OF PATENT APPLICATIONS 





Under our multiple-year program, intended to bring the work of 
the Office into a subst: antially current condition, there now have been 
4 successive years during each of which we have been able to realize 
some net reduction in the backlog of patent applications. Although 
numerous variable factors affect the productive capacity of the ex- 
amining corps as a whole, and the size of the backlog, it is estimated 
that the 1961 budget request will, if allowed, make possible the dis- 
posal of 92,000 applications and thus bring about a reduction in our 
backlog of pending patent applications - about 12,000, from an esti- 
mated 189,000 at the end of fiscal year 1960 to 177,000 at the end 
of 1961. The backlog decreased in size ue ing fiscal 1959, from a total 
of 207,166 applications pending at the beginning of the year toa 
total of 198,248 at the end. Of the total backlog ‘of 198,248 on June 
30, 1959, only 87,060 were awaiting action by Patent Office examiners, 
the lowest number since 1945. There were 95,455 in the hands of ap- 
plicants and their attorneys, awaiting response to outstanding official 
actions. It is anticipated that there will be some increase in the rate 
of movement of these last mentioned cases toward ultimate disposal. 
With a continuing decline in the number of applications which await 
action by the examining corps and with the increasing experience 
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of the examiners, the Office will be in a favorable position to promptly 
deal with the applications from the applicants’ portion of the backlog 
and thus expedite their advance toward final disposal. 

[ must emphasize the fact that it will be necessary to maintain in 
the Patent Office an experienced staff of sufficient size and for a sufli- 
cient period of time in order to overcome the backlog which accumu- 
lated during past years and achieve a current condition of operation. 
Fiseal 1959 was a “moratorium” year in our current program of back- 
log reduction, which meant that we could not maintain a staff of the 
size originally contemplated in our plans. Because of fund limita- 
tions we could not fill ex: miner vacancies as they arose, consequently 
the average number of examiner assistants on the rolls decreased 
month by month from 1,054 in July 1958 to 953 in June 1959. With- 
out the orderly replacement of examiners separated during 1959, 
fiscal 1960 finds us with greater numbers of new examiners on the 
rolls than can be effectively trained and advanced toward good pro- 
duction without causing extraordinary demands to be m: vde upon the 
time of the experi ienced examiners. The training problem is being 
met and during this year the new examiners will acquire much of the 
experience which they need in order to become proficient. However, 
this condition necessarily causes an abnormal loss of productive time 
of the experienced examiners who must instruct and supervise those 
being tramed during the current year. This current training effort 
will be effective in bringing about a satisfactory condition of staff 
efficiency in the years ahead but obv iously is a hindrance to produc- 

tion at this time. 

In 1961 we will endeavor to further reduce the time applicants 
must wait to receive Office actions on newly filed or amended appli- 
cations. During fiscal year 1959 the waiting time for action on a 
new or amended application in the various examining divisions was 
shortened to an average of 7.4 months at the end of the year, the 
shortest period since 1944. This compares with 8.2 months average 
at the end of fiscal 1958 and 12.5 months at the end of 1957. Of the 
73 examining divisions, 48 were acting on all new and amended appli- 
cations within 7 months of receipt. This reduction makes possible 
the most prompt service to applicants since the end of World War II. 
The diligent applicant who files today and who responds promptly to 
Office actions can, in many cases, obtain a patent within the period 
ofa yearandahalf. Our goal is for even more prompt service. Our 
immediate endeavor is to bring all divisions of the Office into such 
state of currency that new and amended cases will be acted upon 
within 6 months, this condition to be realized by the close of the 
current fiscal year, and our ultimate objective is to make certain that 
no applicant need wait more than about 3 months after submitting or 
resubmitting his application for Patent Office consideration. 

Our 1961 request will, if granted, make possible the issuance of 
57,000 patents, as comp: wred with 54,000 expected to be issued in 1960, 
these successive totals to be all-time records for the Patent Office. 
These record-breaking numbers of issues are the result of the hivher 
level of patent examining effort made possible by the increased re- 
sources available to the Office for the past few years. In fiscal yea 
1959 we issued 52,482 patents, more than had been issued in any one 
of the preceding 27 years. 
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It is likely that the rate of filing of applications for patent will | 
increase during the next few years. During 1959 we received 78,363 | 
applications, and we expect to receive at least 79,000 in 1960 and 80,000 
in 1961. This compares with 73,783 received in 1957 and 76,956 in 
1958. Research ia development expenditures by both Government | 
and industry are rapidly increasing and it is inevitable that there will 
be more inventions for which, in all probability, patents will be 
sought. 









































RECLASSIFICATION OF PATENTS 






We must, of course, continue to provide and improve the means by 
which an examiner may search with greater efficiency the growing 
volume of U.S. patents, foreign patents, and patent literature which 
may contain disclosures of inventions which may anticipate those 
which comprise the subject matter of applications under considera- 
tion. The reclassification of patents he other reference matter into 
compact, well-ordered and relatively small groupings according to the 
nature of the inventions disclosed, and the development of mechanical 
means to aid the examiner in his search task are continuing efforts 
directed toward fulfilling this fundamental need of the examination 
system. Consequently, an effort directed toward the accomplishment 
of an increased amount of reclassification work is in process this year 
and will be continued in 1961. As experienced examiner manpower 
becomes available the amount of reclassification work is being in- 
creased. Actual machine searching pertaining to applications in the 
steroid and polyethylene arts has been performed on an operational 
basis for some time. The experience thus gained is proving to be 
valuable both in immediate development activities and in longer range 
research. A number of research projects directed toward the develop- 
ment of further improved methods and means for accomplishing 
mechanized searching are being carried on by the Patent Office re- 
search group through independent studies, collaboration with the 
National Bureau of Standards, and contract and consultation with 
personnel in private industry and universities. 


TRADEMARK REGISTRATION 





The Patent Office received 22,243 applications for trademark regis- 
tration in fiscal year 1959, the largest number received in any one 
year in the history of the Office except for the fiscal year 1948, when 
receipts were abnormally high due to special filings to obtain the bene- 
fits of the newly enacted 1946 trademark law. This high rate of filing 
results from a high level of business activity, and it is expected that 
receipts will continue at approixmately the same level in 1960 and 
1961. The trademark examining corps is well experienced and has 
a minimum of turnover. As long as provision is made for the orderly 
replacement of examiners separated, it should be possible to meet 
aticipated workloads and maintain a relatively current condition of 
operation. 


LEGAL FUNCTIONS 





The legal functions which must be performed by the Solicitor and 
his staff, the Board of Appeals, the Board of Patent Interferences, and 
the Trademark Trial and Appeal Board are most important and these 
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tribunals have heavy workloads. However, with the enlargement of 
the permanent membership of the Board of Appet als under Public Law 
85-933, approved September 6, 1958, the rather extraordinary number 
of appeals pending before that Board can be met in an effective 
manner, 

REVENUES 


Operation of the Patent Office is financed entirely by direct annual 
appropriation of funds by the Congress. Partially offsetting the oper- 
ating cost is general fund revenue produced by Patent Office fees, 
which amounted to § $7,347,194 for the fise: . year 1959 and is estimated 
to be $7.6 million for the current fiscal year. Under existing legisla- 
tion, by which most fees are est tblished, the estimate for 1961 is $7.8 
million. If legislation now pending in the Congress (H.R. 2739), or 
similar legislation, is enacted, increased fees would yield approxi- 
mately $3.7 million additional general fund revenue for the fiscal 
year 1961. 

In general, the budgetary provision proposed for fiscal 1961 will 
permit the Patent Office to continue making significant progress 
toward its goal of getting its work on a current basis. The requested 
appropriation would extend the 1960 program into 1961 at the same 
manpower level and provide for achieving an increased number of 
application disposals and patent issues as a result of the increasing 
experience of our staff. We expect to continue our steady progress 
in backlog reduction. From the point of view of promptness of 
response to applicants’ original filings or amendments, we will continue 

to improve our service, which is now the best since the end of World 
War IT but still far short of the ultimate program objective. 


SALARIES AND EXPENSES 
Mr. Preston. We will insert in the record at this point pages 728 


through 730 of the justification. 
(The material referred to follows :) 
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Summary of requirements 
ition, 1960 (regular bill) 


Appropri 
Add: Cost 0 


health benefits program__._.._._- 
Deduct: Nonrecurring extra compensable 
Base for 1961 

Net cifference 





1961 over 1960: 
Requirements 


1960 1961 
adjusted estimate 





| 
Administration of patent and trademark system___./$17, 624,000 |$18, 020, 000 
Printing and publication of patent and trad irk | 
materi Sia ; : 7 3,610,000 | 3,775,000 | 
ecutive direction and administrative services... 801, 000 | 805, 000 


oss requirements 


ition, 1961. 


otal € mate of appropri 





22,035, 000 | 22, 600, 000 


$22, 000, 000 
100, 000 

65, 000 

22, 035, 000 


Difference, 
increase (+ 
or de- 


| crease (— 
| 

| aeaais 
| +$396, 000 
+-165, 000 


+-4, 000 


+-565, 000 565, 000 


22, 600, 000 
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PERSONNEL 


Mr. Preston. Dr. Watson, you view with some concern the fact your 
staff will not be as large in 1961 as your plans originally contemplated. 
How large a staff will you have in 1961? 

Mr. Watson. That portion of the staff in which I believe you are 
interested is the active examiner assistants staff, and the budget plan 
is for 1,025. Those are the examiners who are concerned with the 
problem of examination and the immediate problem of reduction of 
the backlog and minimizing the time of pendency of applications sub- 
mitted to us for consideration. 

Mr. Preston. You say fiscal 1959 was a moratorium year in reduc- 
ing the backlog. 

Mr. Warson. The original plan was to have 1,050 examiner 
assistants. 

HISTORY OF APPROPRIATIONS GRANTED 


Mr. Preston. You refer to this timeworn language of which I am 
getting sick and tired— 
because of fund limitation we could not fill examiner vacancies as they arose, 
consequently the average number of examiner assistants on the rolls decreased 
month by month from 1,054 in July of 1958 to 953 in June of 1959. 

Since you have been anointed, so to speak, by this committee we 
have given you funds over and beyond budget requests. We have 
done just about everything that could be done for you in terms of 
money and in trying to assist you to accomplish this job. Yet you 
come in and use the same old language that the rest of them use—fund 
limitations. 

Are you unhappy with your fund situation, Mr. Watson? 

Mr. Warson. No, I am not unhappy with the present situation. 

{t was perfectly true that in the past year just completed last June 
30 we were in the unfortunate situation of watching the staff shrink. 
[ believe at the end of the year the staff was down to an average of 
953 for June, with a yearly average of 1,003. We had contemplated 
we would have a stafl on the average of 1,050, so that——— 

Mr. Preston. Let us see who is responsible for this. Let us go back 
to 1956. The budget request that year was for $12,500,000. We in- 
creased that, and it became law, by $2 million, over and beyond the 
request. 

Mr. Watson. Yes, sir. 

Mr. Presron. In 1957 the request was for $17 million. The entire 
amount was approved. 

In 1958 the request was for $19.2 million. We approved $19 mil- 
lion and a pay increase of $545,000 was reqqemec as a supplemental 
and we approved that. So there we have a small amount of $200,000 
knocked off in 1958. 

In 1959 the request was for $19 million and we approved that. 

You had a supplemental request for $1,835,000 in 1959 and we ap- 
proved $1,667,000. 

In 1960 the request was for $22 million and we approved $22 million. 

Mr. Warson. Your figures and mine check exactly, Mr. Chairman. 
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Mr. Preston. In your comments on the investigation of your agency 
of last year, which you prepared, looking now at page 3, you point out 
that— 

At the time the plan was formulated in 1955 the forecast of budgetary require- 
ments based on 1955 cost factors contemplated use of $14.8 million, $17 million, 
and $18.4 million for the fiscal years 1956, 1957, and 1958, for a 3-year total of 
$50.2 million. When adjusted solely for the effect of major new cost increases 
entering the picture since 1955 (retirement contributions, increases in printing 
rates, increased salary rates for examiners, and the new pay act), these amounts 
became $14.8 million, $17.7 million, and $21.6 million for a 3-year total of $54.1 
million. Funds used during the 3-year period amounted to $50.5 million, or 98 
percent of the original plan, as adjusted solely by the effect of new and unfore- 
seeable cost increases. 

When you take into account the fact that an agency establishes an 
ideal figure, which many agencies do establish and do not get, and 
when you consider all of the other factors just read and the action of 
the Congress in dealing with your ideal figure, and then you come up 
with 93 percent of it, you have done pretty well. You have done bet- 
ter than anybody else around here has done in this bill with which we 
deal. 

You said you have about 1,025 on the rolls now ? 

Mr. Watson. Not on the rolls at this time. 

Mr. Preston. I asked you-—— 

Mr. Watson. The budget request is for funds to support that aver- 
age number. 

Mr. Preston. That is in 1961, 1,025 ? 
Mr. Watson. Yes. 
Mr. Preston. What number did you originally contemplate / 
Mr. Watson. 1,050. 
WORKLOAD ESTIMATES 


Mr. Preston. Are your estimated workload figures realistic? Last 
year you estimated the office would dispose of approximately 92,000 
patent applications during 1960. Statistics on page 733 of the justifi- 

cations estimate 88,000 for 1960, and again 92,000 for 1961. 

Mr. Watson. Yes. 

Mr. Preston. Are they realistic? 

Mr. Watson. We believe them to be realistic. The figure of 92,000 
for 1961, for instance, is based upon an average number of 1,025 
examiners, each of whom is supposed to dispose of 90 applications 
during that year. 

We cannot tell exactly whether they will dispose of that rather high 
number, on the average, but we believe that that will be fairly real- 
istic, at least a good mark to shoot at. 

Mr. Preston. It did not turn out that way in 1960. 

Mr. Watson. No. Of course, there are many factors which go into 
the rate at. which an examiner can produce, and one of them, and a 
principal factor, is his experience in the Patent Office. We are still 
plagued with the problem of excessive turnover to which reference 
has been made in the statement, and the need to devote the energies of 
a large proportion of the older men to the instruction of the younger 


men. 
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TURNOVER RATE OF PERSON NEL 


Mr. Preston. That is the next question. What is the turnover 
rate ¢ 

Mr. Watson. The turnover rate for the last 6 months has been 19 
perce nt. 

Mr. Preston. Where are these people going, into private practice? 

Mr. Watson. They are going largely into private practice. Just 
this morning I had a state ment pre pared showing resignations which 
took place during the past week. There were seven examiners who 
resigned from grade GS-11 from various divisions of the Patent 
Office, three from chemical divisions. One, for instance, has gone 
with the National Cash Register Co, at an increase in salary from 
$8.230 to $10,000. 

Another has gone with the Lubrizol Corp. at an increase in salary 
from $8,230 to $10,000. 

I will make no comment on the next one who left because of 
pregnancy. 

A fourth GS-11 has gone to the Borg-Warner Corp. at an increase 
in salary from $7,510 to $9,000. 

Another has gone into the employ of his father who is a patent 
attorney, leaving a job paying him $8,230. 

Another has gone to become self-employed, I understand on a 
retainer basis, which would give him $10,000 and the right to do other 
work of a remunerative character, and he left a position paying him 
$8,230. That is our difficulty, and this is in only 1 week. We lose 
nearly 200 a year that way, and mostly from grades 9 and 11, the 
boys who have either completed their law at night or who are near 
completion. 

Recently we have noted that men are leaving to seek outside em- 
ployment even before they have finished their degrees i in law, so we 
are, as we have always been, a great training school. 

Mr. Preston. Do you have an aver: age ‘figure for the last 3 or 4 
years on this turnover? 

Mr. Watson. I am not sure what the exact average would be. 

When I came in in 1953 we were losing them at the rate of about 
100 a year. Now, we are losing at the rate of about 200 a year. 

The average for the last 4 years has been calculated by Mr. Ellis, 
and that average is about 175 per year. 

Mr. Preston. That is a very, very high rate. 

Mr. Watson. It is, and we estimate that it costs us about $10,000, 
everything considered, to fully educate one of these young men. 

Mr. Micue.. What is the average length of service of one of these 
average examiners? 

Mr. Watson. About 2 to 4 years. 

Mr. Presron. That is a serious problem, and I think we should 
certainly acknowledge here the statement you made in your prepared 
statement that the diligent applicant who files today and responds 
properly to office actions can in many cases obtain a patent within a 
year and a half. 

Mr. Watson. Yes, he can. 
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Mr. Preston. We are proud of that because that situation did not 
prevail when we began this program of eliminating the backlog and 
stepping up your activity. 

Mr. Warson. That is true. We have no control over the nondili- 
gent person other than the statutory requirement that he shall reply 
in 6 months to an official action, but a person who is anxious to obtain 

patent, and who would not avail himself of the full period of 6 
months during which he can make a reply, but who replies imme- 
diately, can obtain a patent quite promptly. 

Mr. Preston. That is the goal we were seeking as well as elimination 
of the backlog. We are very pleased to know that that is the situation 
today. 

RESEARCH AND DEVELOPMENT 


Mr. Watson, how much money is being devoted to research and 
development? You mentioned in your st: itement a number of studies 
are underway by the Patent Office research group, through independ- 
ent studies, collaboration with the National Bureau of Standards, 
and contract and consultation with personnel in private industry and 
universities. Tell us just what is being done and what is being 
accomplished. 

Mr. Watson. The amount contained in the 1961 budget request is 
$552,000, of which $344,700 is for personal services and $207,300 for 
other objects. 

Mr. Preston. Explain, please 

Mr. Warson. The statf of the research and development office is 
endeavoring, by all the means known to them, to find ways and means 
of assisting the operation of the Patent Office by mechanizing the 
search operation. 

We are required by law, of course, to consider the technological dis- 
closures which reach printed form no matter where printed and in 
what language or the nature of the disclosure, and that means that 
we have some millions, probably by this time approaching 10 millions, 
of documents in the file of search material which the patent examining 
staff is charged with knowledge of. 

The pileup continues apace and at an increasing rate. 

I have a statement here from our librarian, for instance, which in- 
dicates that during the year 1961 there will probably be added to this 
file some 350,000 new technological disclosures. 

If you divide that by the number of examiners, you get an increased 
search load on each examiner of somewhere around 350 new tech- 
nological disclosures. 

That has been going on for many years and currently at an increas- 
ing rate because of lar ge expenditures for research and development. 

The research and development ¢ group that we have has first worked 
with the problem of the mechanical search of disclosures relating to 
chemical compositions. We have some 300,000 or more chemical 
patents. They have taken one small area as a first endeavor, the 
steroids, and they have successfully accomplished the mechanical 
searching of disclosures of patents and publications in that particular 
art. 

Now they are going further with the mechanical searching of other 
chemical compositions, and even now they are operational with re- 
spect to an added area of chemical work. 
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Mr. Preston. I think what the committee would rather have is some 
breakdown of this $552,000. Is there anything in the justifications 
about it ¢ 

Mr. Watson. Yes. 

Mr. Preston. Where is it ? 

Mr. Watson. There is no separate breakdown; I am sorry. 

Mr. Preston. Do you have a breakdown, Mr. Ellis? 

Mr. Ex.is. We can develop it and furnish it for the record, Mr. 
Chairman. We do not have the detailed breakdown except in the way 
of personal services and other objects. 


CONTRACTS 


Mr. Preston. You speak in the statement of collaboration with 
the National Bureau of Standards, contract and consultation with per- 
sonnel in private industry and universities. 

Are there grants in here to universities ? 

Mr. Exuis. No. About $125,000 of the $207,300 that the Commis- 
sioner menggoned is contract work, of which about $100,000 is for 
the Bureau of Standards for their collaboration and about $25,000 for 
other contract. work. 

Mr. Warson. The Bureau of Standards gives contracts to persons 
who are competent in the field with money that we supply. 

Mr. Preston. Contracts to others? 

Mr. Watson. Yes, to some extent. 

Some of their employees are continuously engaged in collaboration 
with employees of the Research and Development Unit of the Patent 
Office in an effort to utilize some of the electronic computers of the 
Bureau in this research. 

Mr. Preston. Questions, Mr. Rooney ? 


FEES 


Mr. Rooney. Is the patent filing fee still $30? 

Mr. Watson. Yes, sir. 

Mr. Preston. Whatever happened to the legislation that you have 
been discussing now for a number of years to increase the filing fee? 
_ Mr. Warson. That legislation is still pending in the House. Hear- 
ings have been held and a favorable report rendered but it never has 
reached the floor. 

Mr. Roonry. How long ago were the hearings? 

Mr. Watson. The last hearing was about a year and a half ago, I 
think. I do not recall the exact date. 

Mr. Extis. Within the past year, sir. 

Mr. Roonry. Which subcommittee of the Judiciary Committee has 
this ? 

Mr. Watson. Mr. Willis’ subcommittee. 

_ Mr. Rooney. Has the patent bar taken a stand with regard to this 
increase ? 

Mr. Watson. Yes, the patent bar has. 

Mr. Rooney. What was their stand? 

_ Mr. Warson. The stand is that the bill should be supported except 
In certain areas. 
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Mr. Roonry. Do they agree with the increase in the filing fee from 
$30 to $40? 
Mr. Watson. Yes, they agree that the filing and final fees shall be 


increased. They differ ‘with our bill in one respect; namely, that} 


while we recommend that a charge of $5 be assessed against an appli. 
cant for each claim over 5 which he submits, they say that a fair 
charge would be $2 a claim over 10. 

Mr. Roonry. What is their stand with regard to increasing the final 
fee from $30? 

Mr. Watson. As I recall it they are in full accord with that. Ow 
principal income, of course, is received from the filing fees. Next to 
that would be the final fees. 


NUMBER OF APPLICATIONS AND BACKLOG 


Mr. Rooney. I want to be sure I understand these figures. 

In 1959 you say you received 78,363 applications; is that correct ? 

Mr. Watson. Yes. 

Mr. Rooney. It is a fact, is it not, that 5 years previowsly, in fiscal 
1954, you had over 75,000 applications; is that correct ? 

Mr. Watson. No, that is not correct. 

Mr. Rooney. Iam looking at a statement of Robert C. Watson, Con- 
missioner of Patents, relating to the 1956 budget for the Patent Office, 
at, page 91 of the House appropriations hearings, Department of Com- 
merce and related agencies appropriations bill for 1956, and I find 
that you stated 

Mr. Watson. I apologize. 

Mr. Rooney (continuing). Increased activity is evidenced by filing 
of over 75,000 applications for patents during fiscal year 1954. 

Mr. Warson. I apologize. I made a mistake, in referring to my 
chart, in reading the wrong figures. 

Mr. Roonry. So that the difference between 1954 and 1959 in the 
number of applications received is about 3,000; is that correct ? 

Mr. Watson. That is right. 

Mr. Roonry. The difference in your appropriations, Dr. Watson, 
between those years was this, was it not : $12 million in 1954, compared 
with $20,667,300 in 1959 and $22 million in 1960. Are these figures 
correct ¢ 

Mr. Watson. Yes, they seem to be correct. 

Mr. Rooney. You say at page 1 of your statement that the total 
backlog in 1959 was 198,248 at the end of fiscal year 1959; is that 
correct / 

Mr. Watson. Yes. 

Mr. Roonry. That compares with a total backlog of 210,000 at the 
end of fiscal year 1955; does it not ? 

Mr. Watson. That is right. 

Mr. Rooney. So this would mean that over this 4- year period, at a 
time when your Sala oe increased up to $20 667,300, you had 
a decrease of less than 12,000 backlog; is that cor rect ? 

Mr. Watson. No. There would be about 24,000. 

Mr. Rooney. If I deduct 198,248 from 210,000 I get 








Mr. Warson. There is a discrepancy there, possibly. 
Mr. Rooney. 11,752 is what I get. 
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Mr. Watson. At the end of 1955 my chart shows 222,000 appli- 
cations. 

Mr. Rooney. I will have to refer to your statement made in the 
same appropriation hearing in connection with the 1956 bill, page 
92. You state: 

This means that 15,000 applications will be added to the oppressive backlog 
of 210,000 expected at the end of fiscal 1955. 

Mr. Enis. 222,000 is what the backlog chart shows as the actual 
figure for the end of that year. 

“Mr. Rooney. What was the bac klog at the end of fiscal 1954? 

Mr. Watson. 195,000. 

Mr. Roonry. At the end of 1954¢ I should have asked that figure 
first to make my case, 1954 instead of 1955. You had how many 
thousands ? 

Mr. Watson. 195,000. 

Mr. Rooney. That compares with a backlog, the last definitely re- 
ported one, of 198,248 ; does it not ? 

Mr. Warson. Yes. 

Mr. Rooney. That is all Ihave. 

Mr. Bow. Mr. Watson, do you have a distribution of personal 
services chart such as we had last year? It appeared at page 245 
of the hearings of last year. 

Mr. Watson. For the moment I do not recall that chart. We do 
not have one which is exactly comparable to the one to which you 
just made reference. 

We do have here a summary of budget estimates by organizational 
cost center for the fiscal year 1961. 

Mr. Bow. Do you have enough of these to give each member of 
the committee a copy ? 

Mr. Warson. Yes, sir. 


OFFICE OF THE SOLICITOR 


Mr. Bow. I am looking at the Office of the Solicitor. On page 
245 of the hearings of last year the average number of employees is 
shown as 17. The chart you now hand us shows the number as 18.2 
actual and 20 positions. 

It shows estimate for 1960 adjusted of 20, and your chart of last 
years shows 17. In other words, you show 17 for 1958-59 and ad- 
justed in 1960, and you again show 20. Where is the discrepancy 
in the two charts? What is the explanation for the discrepancy ? 

Mr. Warson. The explanation is simply this, Mr. Bow: The work 
of the Solicitor has increased. I believe I have also imposed on the 
Solicitor duties which he did not formerly perform. 

He has worked up legal monographs for the Senate Judiciary 
Committee, the committee of Senator O Mahoney. 

One member of the Solicitor’s staff is now engaged in developing 
legal memoranda on a periodic and regular basis for submission to 
the examining staff, for the information of all concerned. 

_ The amount of litigation in which the Patent Office is involved 
is by no means light. I think we have about 150 suits pending against 
us in district courts alone. 
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Mr. Bow. How many of these employees in the Office of the Solici- 
tor are attorneys? 


Mr. Watson. All of them, I think. They all are except for those 
that are clerical. 


Mr. Bow. That is what I mean. How many do you have that ot 


attorneys ¢ 

Mr. Watson. Ten. 

Mr. Bow. Ten are admitted to the bar ? 

Mr. Watson. Ten attorneys; yes. 

Mr. Bow. And the rest are staff people, secretaries, and so on! 

Mr. Watson. Yes. 

Mr. Bow. How much assistance do you receive from the Office of 
the General Counsel of the Department of Commerce? 

Mr. Warson. Not very much. It is not. necessary that we should. 


Upon occasion the Office of the General Counsel has been very 
helpful to us. 


Mr. Bow. On what occasions and where ? 

Mr. Warson. Particularly when there comes upon us a demand, 
for instance, from some other Government department. 

At the present time, for instance, we are being importuned by the 
Federal Trade Commission to give them the services of a patent 
examiner as a witness. 

We have had a number of conferences dating back for quite a period 
of months, and the Solicitor of the Department of Commerce has 
been consulted and his views sought. 

Mr. Bow. To what extent do you use the General Counsel of the 
Department of Commerce? 

Mr. Warson. It is hard to put a figure there because the consulta- 
tion with the Solicitor is intermittent and only occasional. 

Mr. Bow. Does the General Counsel’s Office of the Department of 
Commerce prepare the reports for the legislative committees and in- 
vestigating con: mittees of the House and Senate or is that done by your 
Solicitor’s Office ? 

Mr. Watson. That is done by the Solicitor’s Office and submitted 
to the General Counsel. 

Mr. Bow. The actual work and development of that is done in your 
Solicitor’s Office, is that correct ? 

Mr. Watson. That is right. All of the spadework is done there. 


SUMMARY OF ESTIMATE BY ORGANIZATIONAL COST CENTER 


Mr. Bow. I would suggest, Mr. Chairman, if there is no objection, 
that this chart be made part of the record. We had a similar chart 
last year. 

Mr. Preston. Very well, we will insert it at this point. 

(The chart follows: ) 








; catt ost © r, tise 96 88 tted to Congress 
Summary of budget estimates by organizational cost center, fiscal 1961 (as submitted g ) 














219 


=e == = —=|2 

































Reeete nase 000 ‘OE apes a rte 
ee een nee ae eee ee eee 
ese OOL II ae = 
a ore ae £ g 
OO1 ‘T+ mat tT. oe a Soe 
001+ C- Seen beeen 
000 ‘I+ OOL ‘FFE rg vg 
ae Ee sean asc ReKanese eet 
002+ 000 ‘66 
een 009 ‘OI eer 
00L+ O0F * It } I 
000 ‘8ZI woe 
OOF ‘ET sate _ 
009 ‘FIT 6 6 | 
008 ‘I+ 000 ‘89¢ ; at 
000 ‘T+ OOT “8 : | 
008 ‘€I+ 006 “61g 1g | €¢ | 
| 
008+ 000 ‘T0z 
006 
008+ 001 0% 0% | 
008+ 000 “S8I | 
i | | 
o0o8$+ LI | 21 | 
} 
Jaquinu 
yunoury | osB10Ay | suOT TsO, | 
yuNOoUIB ' a x 


ul esuByO 


T96E ‘OIBUITISA 


(ssas6u0,) OF payvuqgns SD) [9ET JDISyY 


LL 
— ce. c 4 a 
= ould xs os - 





| 
| 
| 


OOT ‘TI 
006 ‘8ST 


006 


00% 


OOL “EFE 


00e 


009 
002 


000 


OOF 
009 


002 


OOT ‘Lt 
OOT “908 


002 ‘00% 


006 “¢ 
008 “F 





000 “OE 

















SUOT}ISOg 





‘ 











| 


Tél St 


S80 “FP 
£F9 “FI 


SPS PFI 


LOL ZL1 


6ch 611 





ggs ‘SI 
£28 ‘QOL 


O€S FSF 


8bz ‘LE 


782 ‘LIP 


802 “9LT 


L8P “8% 


IZ 2ST 


990 ‘Z8T 


« 


IF ‘99 





juno0u 











P 





7U22 7809 yoUOIYZ2IUDH4O fig 











add 


ur 
ir 





SS ER STON S EAT SRE NR Et ae 


aaa aon ws ““syoalqo 13410 
* ~"""Sd0TAJOS [BUOS IO 
‘SVDIAIOG UOTJBULIOJUT JO VIGO 


3 ” = = [BIOL 


ewes aes “-="="==="s4990fG0 18430 
, ear “-=="""""SQTAJOS [BUOSIOg 
‘qusUIdOTeAIG, PUB YoIBeSeY JO <0IO 


7 i 


spelqo 2yIO 
7 — . ~~ SQVLAJOS [BUOSJO J 
:pisog [veddy pu L YABMepeLyL 





Se es ee, [830,.L 


swefqgo 19410 
SdOJAJaS [BUOSIAg 
{SHUBIIIOJUT JUIIBVY JO puvog 


are f ’ [BIOL 
5 F : syoe[qo 19410 
7 et “""""“So01AloS [BUOSIOT 
‘sjeodd y jo pasog 
=~ Sede Saar eben ira eee aes a ae 
: a eee syofgo 12430 


S8OTAIVS [VUOS2i0g 
1OJLTLOS oq} jo vwO 





7 Chaar” ~~ [830.L 
at as m syofqo 1210 

SdDJA1VS [BUOSIOT 

-A9MOISSTUIMLO TD) 8} JO DITTO 





sazypuiysa 7a6pngqg fo iapumwng 


ce 
1 
1 
1 








































SERS. STS RR SBR AZSSSESS6S Saez VP SPHSysS SPQ ewpee maT esta aS B = S S Ss 
Be MSA rc Ze Sm Kae ee ReOst Sat ead re @Sse sera szssSerg¢gasaess Sa a S 
BO eo gst eh OWES Ss8S- 83 $as $3 SABLA SSES = 
000 ‘009+ | 000 ‘009 ‘2% OF % OFF % | 000 ‘000 ‘2% | OFF ‘Z | OFF 'Z € ‘299 02 | 0°261'‘% | O18 % ; : RENTS ITA SEs uoreyidoiddy 
000 ‘oor <7e=* co -—- . aueq Yyeey seAO[dury 
000 ‘S9— are" : : “xe pean | | ~---ABp o[qesuedu1o0o SutIMdeIU0 NY 
a --|- won enen-] ‘ . . ey ers 892 S62 “sOULIBq PeIwsl[qouy 
|- , SOMA GUITIIBM (UOPIBZTIOT ING 
| LIjsuo0d djyg,, TOI patlajsuBs,y, 
| } | | . te MOU SUOTIBAIIGO 
| | | :sjueulysn[py 
' ! | 
000 ‘syst 000 ‘009 ‘2% |--- >>” “==="=""1 900 ‘G80 2 | : : . --"- "1890, 
eos - : : 
000 ‘Z68 ‘¢ ce OOO TOL *S | “a spefqo 19410 
000 ‘802 ‘VT | OFE ‘Z | OFF ‘% 000 ‘PEs ‘YL | OFF ‘% OFF % t % SOTAJIS [BUOSIOg 
| | | mOTBeTNdeoey 
000'S91+ | O00 ‘sE9 |---| 000 ‘OLF ‘8 | EE ‘212 ‘E ou "TBO 
000 ‘s9I+ | O00‘se9e |--">- ["-7-77777"] 000 ‘OzF ‘e GLE ‘L228 mens eee 75s =e : aaeine AO 
ees ; | . . sea ns ek as os 
| ‘SyIvuepesy pus sjuazed jo uoTwor[qnd pue ZunQULIg 
& O01 ‘81+ 000 "SOL" | 2 | . 006 ‘980 ‘E * | O88 ‘Sb % | eh - . 7" "GB 
Satria ~ ne eee 7 | 
nN 002 ‘I+ | OOT ‘OIZ ORE ral , ‘ X ---syoafqo 13430 
006 ‘914+ | 006 ‘F6E'% | PIS | oe¢ 7% | sis | Sg 8 ESF | Ig " "” "8d0] 4108 [BU0SIId 
| | [UO1}BIISIUTUIP Y JO <dIO 
006 ‘% | 000 669 . OOL ‘969 | ““! 909 ‘199 | = | ; 7 eran" r [BOT 
00+ ie iae> OOF ‘£8 : ~-"==="="sq090fqo 10430 
002 ‘Z+ | 86 OOr OOL ‘Z19 | $6 | OOL | ( 9 "6 | 16 | es “~~~ “SadJAdas [BUOSIOg 
| ruoyVI0dO ZUIUIWIVXY YIVuMepesy 
008 ‘098+ | 000‘0OF ‘EI : | 002 ‘6E0 ‘ET | OZL ‘6SF ‘ZT | aes | “ : ae anid atin vores" 1830.L 
00S “E24 OOT ‘PITT 009 ‘060 ‘T 222 ‘186 | . [== : 4 is “$yoof oO U0 
OOF “LEE 006 “8% ZI | Ege TT seo 'T SPE IT | S9C°T | S£9°T St 'SLE‘IT | B'S6R‘IT | FOC 'T ae : SIDIAIVS [BUOSIIg 
| | | | | ‘uolyBIdO ZuUlWIBXG Jue Y 
| | | | 
——| — ‘ ig 5 ; ‘ ; oe initia : 
I nu 
junouWly $| osRseAY | suoT}IsOg | JuUNOUTYy yuNOUY 








1961 ‘agVUTs| poisn[pe ‘961 ‘3 





6S61 ‘Tenwy 


penunuoyj— (ssaiGuog 0} payyuugns sv) JOG] JvOsY 649] UWI9 7800 poUoIbZIUDb.4L0 fig sayoUtysa jabpng fo fiapiunys 









991 


The major functions of the organizational cost centers are as follows: 

Office of the Commissioner: Formulates policies, develops and coordinates 
programs, and directs operations of the Patent Office. 

Office of the Solicitor: In charge of litigation in which the Patent Office is a 
party, investigates legal and legislative matters for the Commissioner and ren- 
ders opinions and decisions on legal questions. 

Board of Appeals: Hears and decides appeals from final rejections by the 
patent examining divisions of applications for patent. 

Board of Patent Interferences: Determines questions of priority of invention 
in proceedings involving rival patent claims. 

Trademark Trial and Appeal Board: Determines the respective rights to 
trademark registration among rival claimants to the same mark and hears and 
decides appeals from final refusals of the examining divisions to allow the 
registration of trademarks. 

Office of Research and Development: Conducts and coordinates research and 
pilot operations for developing mechanized systems for searching recorded 
knowledge and retrieving information for determining the patentability of 
caimed inventions. 

Office of Information Services: Coordinates public information matters and 
conducts information program fostering public knowledge of and benefits from 
American patent system and the functions and systems of the Patent Office. 

Patent Examining Operation: 70 patent examining divisions, each with an 
assigned field of inventions, determine the patentability of claimed inventions. 
A classification group develops and maintains a system for the classification 
of the useful arts. 

Trademark Examining Operation: Determines registrable merits of appli- 
cations for trademarks, and maintains a system for the classification of goods 
and services to which marks may be applied. 

Office of Administration: Conducts nonexamining service functions in support 
of the substantive processing of patent and trademark applications: Reviews 
new patent applications for compliance with formal requirements prior to con- 
sideration by patent examiners; prepares allowed patent applications for print- 
ing and publication; prepares and issues patent grants; procures, stores, and 
furnishes printed copies of patents and trademarks; provides mail and messen- 
ger service and answers correspondence of a general nature; prepares and fur- 
nishes copies of Patent Office records and certificates attesting their authen- 
ticity ; records instruments conveying ownership of patent and trademark rights 
and furnishes title reports and abstracts of assignment records; maintains 
dockets of inter partes patent cases and court appeals; provides drafting serv- 
ices for inspection and correction of drawings submitted in applications; pro- 
vides puncheard accounting and documentation services; provides management 
services relating to budget and fiscal operations, organization and methods 
matters, and personnel administration; provides for routine supply and service 
needs of the Office; and maintains a scientific library, including a search room 
for public use and a library of scientific publications and foreign patents for 
use by the examiners and the public. 


APPROPRIATIONS GRANTED 


Mr. Bow. Along with inquiries made by the chairman of the com- 
mittee, where we again had the question of lack of funds and fund 
limitations, I would like to call to your attention your own report, 
wain referring to page 3, under funds: 

At the time the plan was formulated in 1955, the forecast of budgetary re- 
quirements, based on 1955 cost factors, were a 3-year total of $50.2 million. 

Is that correct ? 

Mr. Watson. Yes. 

Mr. Bow. Then the estimated amount submitted to us by the De- 
partment of Commerce and the Patent Office for those 3 years, instead 
of being $50.2 million was $49,245,000. Is that correct ? 

Mr. Watson. Yes. 
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Mr. Bow. Lut this committee, instead of giving you the $50.2 mil- 
lion to carry on that work, actually gave you $51,045,000. Is that 
correct ? 

Mr. Watson. I am not sure. 

Mr. Preston. You have many people who can figure that very 
quickly. Let us have an answer to that. 

Mr. Warson. Yes, that is correct. 

Mr. Bow. So this committee actually gave you more than the antic- 
ipated budgetary request to do this job for you when your own esti- 
mates from the Department were less, so any question of funds can- 
not be laid to the doorstep of this committee. 

Mr. Watson. This committee has been most generous. I have no 
complaint to make of the treatment which the Patent Office has re- 
ceived at the hands of this committee during my period of service 
there, 

Mr. Bow. I am glad to hear that, Mr. Watson, because there are 
times when some of us receive letters criticizing the Congress for 
holding up the Patent Office and not giving them the money they 
need, and when we see the requests that were made and the actual 
money given to the Department if there is any responsibility it lies 
some place other than with this committee. 

Mr. Watson. Mr. Bow, it is quite true, as the chairman indicated 
a while ago, that this committee on its own initiative gave the Patent 
Office more than its budgetary request. It has, as he has already said, 
given us large sums of money and in amounts entirely consistent with 
our requests. 

Events beyond the control of the staff of the Patent Office, however, 
have run up our costs. 

Mr. Bow. One of those being pay increases granted by the Con- 
gress ¢ 

Mr. Watson. Yes. 

Mr. Bow. Which I think during the period of time amounted to 
something over $2 million ? 


BACKLOG REDUCTION 


Mr. Watson. Yes. Let me give you this information: I can well 
remember that in the hearing last year the comment was made that 
we seemed to be in no wise living up to our original plan. We had 
been given the money requested, but the plan had not been carried out 
as we had originally laid it down and the results were not those which 
we had originally planned to obtain. 

We presented to you, and it should be in last year’s record, an 
explanation. I have had that brought up to date, and with your 
indulgence I will read itto you. Itis very brief. 

Mr. Bow. Very well. May I inquire, do you have copies of this the 
members can follow while you are reading it ? 

Mr. Watson. Yes. 

The original 8-year plan was formulated in 1955. Whereas the 
8-year period during which it was anticipated that. backlog reduction 
would occur starts with 1957 and ends with 1964, it is most. important, 
in comparing cumulative results with the original plan, to include 
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the fiscal year 1956, that being the first fiscal year for which results 
had to be estimated at the time the original plan was formulated in 
July 1955. 

A comparison of cumulative results with the original plan for the 
first 4 completed years can be made in concise fashion by considering 
the major comparative elements of funds, examiner manpower, and 
product. 

At the time the plan was formulated in 1955, the forecast of budg- 
etary requirements, based on 1955 cost factors, contemplated the use 
of $14.8 million, $17 million, $18.4 million, and $18.4 million for the 
fiscal years 1956, 1957, 1958, and 1959, for a 4-year total of $65.6 
million. When adjusted solely for the effect of major new cost in- 
creases entering the picture since 1955 (retirement contributions, in- 
creases In printing rates, increased salary rates for examiners, and 
the new pay act) these amounts become $14.8 million, $17.7 million, 
$21.6 million, and $22.9 million for a 4-year total of $77 million. 
Funds used during the 4-year period amounted to $71.3 million, or 
93 percent of the original plan, as adjusted solely by the effect of new 
and unforeseeable cost increases. 

The original plan called for 4,170 man-years of examiner effort 
(including 335 man-years of overtime) for the disposal of patent ap- 
plications during the 4-year period, 1956-59. Actual manpower en- 
gaged amounted to 3,885 man-years (including 176 of overtime), or 
93 percent of the original plan. 

The original plan called for the disposal of 365,000 patent applica- 
tions during the 4-year period 1956-59. Actual disposals amounted 
to $26,533, or 90 percent of the original plan. 

The comparison of results with original plan for the 4-year period, 


1956-59, may be summarized as follows: 
Percent 


of plan 
RR RESIUNED UR RUNNERS a acacia ptt anna ae. ee 
Examiner manpower amounted to____~ i setae cade star doen esesaieta aries Reaete derision ae 93 
Product (applications disposed of) amounted to___._------------_------_- 90 


The original plan contemplated, as a part of the future, that during 
fiscal years 1956, 1957, 1958, and 1959, 320,000 new applications would 
be received, 365,000 applications would be disposed of, and the back- 
log at. June 30, 1959, would be 177,000, a reduction of 45,000 from the 
backlog prevailing at the close of fiscal 1955 when the plan was for- 
mulated. Actual occurrence and accomplishment for the 4-year pe- 
riod show that 304,835 new applications were received (95 percent of 
original plan), 326,533 applications were disposed of (90 percent. of 
original plan), and the backlog at June 30, 1959 was 198,248, a reduc- 
tion of 23,624 from the backlog of 221,872 which prevailed at June 
0, 1955. Taking into consideration that there were variables of 
both a favorable nature and an unfavorable nature between planned 
and actual factors affecting the achievement of the backlog condition 
contemplated for June 30, 1959, the disposal of 326,533 applications 
during the 4-year period turned out to be approximately 93 percent of 
the number necessary to achieve the backlog condition which had been 
forecast for June 30, 1959, in the original plan. 

Mr. Bow. Thank you very much. That isall. 

Mr. Preston. Mr. Horan? 
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Mr. Horan. I would like to know what the total income of the 
Patent Office is. 

Mr. Watson. Total income in fees? 

Mr. Horan. No, total income in grants and subsidies, contributions, 
refunds, awards, indemnities, and fees. 

Mr. Watson. We have no income other than that——— 

Mr. Nrevson. Mr. Horan, on page 758 of the justification, you may 
be referring to what is titled “Grants, subsidies, and contributions,” 
That is the amount which we have to have for civil service retirement 
fund contributions. 

Mr. Horan. That is an outlay / 

Mr. Nigtson. This is an outlay which is included in our appro- 
priation. It does not come in as fees, as such. 

Mr. Horan. That means an additional cost ? 

Mr. Nievson. That is the part. of our cost for personnel, retire- 
ments, et cetera. 





















INCREASE LN FEES 
















Mr. Horan. The point I am getting at, Mr. Chairman, I don't 
know who spearheads any action to get legislation to increase the 
fees unless it is the Appropriations Committee. Obviously, with 
costs going up it would seem to be a normal function of business man- 
agement to urge an increase, proportion: ite and reasonable increase, 
in the fees. 

Yet we have had favorable reports on legislation now pending and 
we have had no action. 

Mr. Warson. Yes, I agree and I think that chere is no substantial 
opposition to the move to increase fees, except possibly from one 
source. - you well realize, increases in taxes and fees are not 
popular, but the bar associations are in agreement that fees should 
be increased. The National Association of Manufacturers is in agree- 
ment through its patent committee and there is one substantial group 
known as the National Patent Council which opposes the increase in 
fees and I entertain the thought that it may have been instrumental 
in slowing down the progress of the legislation. 

Mr. Roonry. Off the record. 

( Discussion off the record. ) 

Mr. Warson. I perhaps “hould not make any reference to that but 
I know that they are opposed to the increase in fees. They may have 
been instrumental in slowing down the progress of the bill. 

The bill has our wholehearted support and if it is enacted into law 
will bring up the receipts to at least 50 percent of our cost of opera- 
tion, instead of only one-third of the cost of operation at the present 
time. 

Mr. Horan. My only point in raising this, Mr. Chairman, is to re 
quest that we give this very serious thought and at least make a strong 
effort when we report out the bill to encourage enactment of this 
legislation. 

In saying that I do not think the Patent Office can be entirely self- 
sufficient. Just as a casual observation, certainly we could increase the 
fees to the point where the service is partly paid for and T think we 
should make an effort to express the consensus of opinion of this 
committee, if we can get together on it, when we report the bill out. 
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Mr. Presron. I think that is a matter that addresses itself to the 
individual members, Mr. Horan, rather than the committee. 

Mr. Horan. | appreciate that. For myself, I think these fees cer- 
tainly ought to reflect the increased costs of the running of the Patent 
Office, especially smce we inaugurated an 8-year plan and then pro- 
ject it into the future and estimate the work that can be done and the 
cost of that work and then find other contributing factors that in- 
crease the cost of such an 8-year plan. I should think that the fees 
ought certainly to reflect part of that. I, for one, feel that somebody 
in Government ought to urge that the fees be made more realistic. 

Mr. Watson. I am in full agreement with you. 

| believe from things that I have heard, that there will be some 
activity in Mr. Willis’ committee in the near future in that connection. 

Mr. Horan. That is Mr. Willis, from Louisiana, as chairman of 
that Subcommittee on the Judiciary that handles this? 

Mr. Watson. Yes. 

Mr. Horan. That is a very able committee and a very realistic one. 
[do hope that some action is forthcoming. That is my own feeling 
in this matter. 

Mr. Watson. It has been ready to go out on the floor of the House 
for a long period of time. 

Mr. Horan. Mr. Chairman, this is pretty serious to me. We have 
about six countries in this world now that are discounting the Ameri- 
ean dollar. We are charged with the responsibility of maintaining 
come fiscal sanity with regard to the budget, which, of course, has a 
definite bearing on that factor internationally at a time when we are 
troubled about a lot of things that trouble the entire Department of 
Commerce. I am just dis turbed about the failure to get action on this 
fee matter, which would certainly be helpful. 

That is all, Mr. Chairman. 

Mr. Preston. Thank you, Mr. Horan. 

Mr. Cederberg ? 

REDUCTION IN WAITING TIME 


Mr. Creperserc. Mr. Watson, is it feasible to reduce the time that 
1 patent. can be issued below the 114 years that you mentioned / 

Mr. Watson. Our objective to bring it down to about 1 year’s time 
for the person who wishes to secure his patent as soon as he can. By 
law an applicant has 6 months from the time of the receipt of a com- 
munication from us rejecting his case, and that is the normal proce- 
dure, during which to make a reply to the Patent Office. There are 
usually several rejections of an application before full agreement is 
reached between the applicant and the Patent Office; so if he delays 
6months in every instance after receipt of an official action the period 
of time can be prolonged; and many will take advantage of that and 
continue to do so. 

Mr. Ceperserc. Is it really important to the man who applies for 
apatent that his patent. be issued within 1 year? 

Mr. Warson. It oftentimes is to the inventor a matter of vital 
importance. To the corporation, which is in process of developing 
anew product, it is a matter of lesser importance. A corporation 
probably would be content to have the patent application remain pend- 
ing until the time when they need a patent to protect the product 
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which it is making. Protracted prosecution, however, is not in the 
public interest. 

Mr. Ceprerserc. Do you place any priority on the patents as they 
come in as to those that possibly may be desired for expedition? Do 
you expedite some over others ? 

Mr. Watson. No. They are examined in the order in which they 
are received. 

Mr. Creperserc. It would seem to me then if some corporations have 
no desire to have a patent issued within a year or a year and a half, 
you might go to another patent and let that sit for a while, or isn’t 
that practicable? 

Mr. Watson. They cannot prolong unduly the pendency of an 
application but, by taking advantage of this st atutory privilege which 
they have, they can delay it considerably. 

What we are trying to do, and we are trying to do it by every pos- 
sible means, is to prevent persons who want to keep their applications 
pending indefinitely from doing so. 

Mr. Ceperserc. What difference does it make to you if it is pending 
or not? 

Mr. Watson. Well, it makes very little difference to us in cost of 
examination. 

You might say no difference in cost ; but it is not in the public inter- 
est to have applications hidden away in the Patent Office, and to have 
them eventuate as patents at a later time when the art has been devel- 
oped by the hands of others. 


PERCENTAGE OF PATENTS ISSUED TO CORPORATIONS AND GOVERNMENT 
AGENCIES 


Mr. Crperserc. What percentage of the patents issued are to cor- 
porations or to Government agencies ? 

Mr. Watson. Over 60 percent now are issued to corporations. 

Mr. Ceperserc. How much to the Government? You issue patents 
controlled by the Government, too, don’t you? 

Mr. Warson. I cannot give you an exact proportion, but it is quite 
small. It is somewhere in the neighborhood of 2 percent. 1 think 
it is less than 2 percent. 

Mr. Crperserc. So well over 60 percent of the patents go either to 
corporate entities or to the Government ¢ 


Mr. Watson. Yes. 
TURNOVER RATE OF EXAMINERS 


Mr. Ceperserc. One of the things that disturb me is the turnover 
rate that you mentioned of something over 19 percent in your ex: amin- 
ers. The aver age time an examiner stays with your organization is 
from 2 to 4 years. 

Do I understand that correc tly ? 

Mr. Watson. Do you mean average time bet ween the time he comes 
in and the time he leaves, even by ret irements ? 

Mr. Ceperserc. What was the 2 to 4 year figure that you referred 
to previously ? 

Mr. Watson. The average time that those who have left recently 
have been in the office, from 2 to4 years, 
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Mr. Creperserc. What is the average time of all of your examiners? 

Mr. Watson. Some remain there until forced to retire at age 70. 

Mr. Crpersera. I am talking about average times. If you have a 
turnover of between 19 and 20 percent per year, that is obviously a 
turnover of one-fifth of your examiners every year or equivalent to a 
complete turnover of your examiners every 5 years. 

It is true that some of those positions may turn over two or three 
times in that given time. Someone else may stay there for 30 years. 

Mr. Watson. Let me ask our personnel officer to answer that ques- 
tion. ’ 

Mr. Kinestey. The average time for all of those leaving the last 
time we computed it, which was approximately a year ago, was 3 years 
and 3 months. 

That includes the retirees along with all the others. 

Mr. Ceperserc. This is a signific ant figure to me. How many pat- 
ents can a man examine if he comes into your organization the first 
year ? 

Mr. Warson. He is about one-third effective in his first year. 

Mr. Ceperserc. How many does he turn out when he becomes a hun- 
dred percent effective ? 

Mr. Watson. He continues to increase in ability to dispose of his 
work for the first 8 years. He reaches maximum ability after 8 years’ 
experience. 

Mr. Creperserc. So you have very few that ever reach maximum 
ability if they turn over every 3 years or so? 

Mr. Warson. The turnover, of course, is primarily from the 
younger men, the GS- 9’s and GS-11’s. 

They are the grades from which the examiner most frequently 
resigns. 

Mr. Ceperserc. How many do you have in these particular grades 
by comparison with what you have in the higher grades? 

Mr. Watson. I will have to supply that. 

Mr. Ceperserc. Mr. Kingsley, have you that percentage ? 

Mr. Krnestry. You have a “chart on th: ut, Mr. C ommissioner? 

Mr. Watson. I would like to distribute copies of a chart which wa 
had compiled some time ago and have recently brought up to date, 

which gives you the percentage of examiners who have had less than 
2 years’ experience. 

This is outlined year by year. You will see that in 1958, for in- 
stance, 53 percent of the entire examining staff had less than 2 years’ 
experience. 

Mr. Cepersure. Then half of your staff weren’t fully effective as 
far as getting efficient work done? 

Mr. Watson. Yes. 

In 1959 it was 30 percent. In 1960 it is expected to be about 21 
percent and in 1961 it will probably increase slightly because of the 
need to take on new men. 

Mr. Cepeserc. Do you believe that the difference between 1958 and 
1959, the reduction from 53 to 30 percent, was due to the pay increase? 

Mr. Watson. No. It was due to the fact that we had to recruit 
% heavily and increase our staff in 1958. 

We took on large numbers of young men, which brought about that 
huge bulge in 1958, 
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steadily, of your young people—you anticipate 23 percent of them will 
be there, 2 percent more than in 1960. 

In the ear ly years prior or during the war, it was substantially less, | 
It is evident that you are in keen competition with industry and the 
private practice of patent law. This must have an effect on the eff- 
ciency of your shop over there. 

Mr. Watson. Very definitely. 

Mr. Ceperserc. What can be done about it ? 

Mr. Warson. That is the “$64,000” question. It has always been 
this way with the Patent Office to a certain extent. 

What we will attempt to do is to make the salaries within the Patent 
Office within our means comparable to those which are realized by 
those doing similar work on the outside. We should also make con- 
ditions within the Patent Office more comparable to those which are 
realized by the average attorney working on the outside. We ar 
gradu: ally, as means permit, improving the working conditions there 
by providing cubicles in which the man can work ‘instead of having 
them four in a room, which is a very ineflicient operation. We have 
been doing all that we can. 

The building will be air conditioned. You remember earlier in the 
testimony I gave you examples of some of those who were leaving. 
The reasons why they were leaving were in the main the lack of air 
conditioning and poor promotion: ul opportunities. 

We hope to realize in the Patent Office a new set of civil service 
sta dards which will enable us to promote those young men who show 
special aptitude. 

Mr. CreperserG. Have you presented this problem to the Civil Serv- 
ice Commission ? 

Mr. Watson. Yes. The new standards, I believe, are well on the 
way. I had hoped they would be in effect before this time. 

Mr. Ceperserc. I have to say that I certainly could not blame a 
young examiner who has an opportunity to go ‘from an $8,000 toa 
$10,000 job with possibility of going higher, from leaving your Office. 

(Discussed off the record.) 


PATENT FEES 


Mr. Orcuste. I think we have two problems in the Patent Office. 
One is the matter of income and what it costs to get a patent. The 
last patent fee increase was in 1932. 

Certainly the cost of everything has gone up. When you try to in- 
crease something like a public service, it is the same situation in the 
post office, you have a howl from certain segments of the economy 
that feel that the Government should give this service free to their 
constituents and their people within their country. On the other 
hand, the costs of operation of these departments have gone up and in 
the case of personnel, we are competing today with pr ivate industry. 
We are going into a booming economy with more science and tech- 
nology required and more bac ckground required on the part of attor- 
neys in the big corporations that know something about this tech- 
nology. 

They get that training in the Patent Office. 
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Mr. ee Kven if you increase their salaries the Govern- 
ment cannot possibly outbid private industry anyway, could we? 
If we raise them to $10,000 industry would give them $12,000. 

Mr. Oxcuste. I am sure they would. There aren’t that many 
around now. 

Mr. Ceperserc. Are you able to fill these positions ? 

Mr. Orcuste. It is more difficult all the time. 

Mr. Watson. We fill them by taking men right out of college— 
engineers, chemists, and scientists, and we have some difficulty at the 
present time in building up our staff to the number allowed. 

Mr. Ceperserc. I think the question of the cost of the patent really 
does not have too much effect on this because the money that is re- 
ceived goes into the Treasury and isn’t reflected in this budget any- 
way. 

Mr. Presron. If you will yield, that is the statement I want to take 
exc eption to. That has not a thing at all to do with the turnover in 
examiners, What the fees are. They are not even related. 

Mr. Orcuste. No. But the cost comes out of the taxpayer's dollar 
whether the money goes back into the Treasury or whether it reduces 
this appropriation. 

Mr. Presron. But you, Mr. Secretary, are enunciating a policy of 
this administration that has been well demonstrated in the Post Office 
Department and in some other agencies. There are certain services 
that it is my feeling—I do not happen to subscribe to that philos- 
ophy—there are certain services that the Government should give 
the people for the astronomic taxes they pay. When the Post Office 
Department was created it was nev er contemplated it should be self- 
sustaining. When the Patent Office was created, it was never con- 
templated it should be self-sustaining—not even one-third or 50 per- 
ent. That had nothing to do with the creation of the Patent Office 
as to how much fee it should bring in. 

The object of establishing the fee was to keep it from being flooded 
with all types of silly, ridiculous applications. The thing of patent 
fees today has nothing to do with the problem of backlog, turnover, 
which is what we are really dealing with. Those are the two things. 

Mr. Ceversera. I agree with my ‘chairman only to a degree. I cer- 
tainly do not believe it has anything to do with what we are talking 
about here. However, for the record, it seems to me if we establish a 
fee in any area of government, whether in the post office or wherever it 
might be, when we establish that fee, the fee should keep pace with the 
increased costs of everything else in our economy. I think that is 
oly natural because if not, for instance, as long as the Post Office De- 
partment was referred to, those who paid 3 cents for a letter in 193 
were either grossly paying too much or we in 1959 are paying far too 
little. Of course, that is an honest difference of opinion that we have. 

Mr. Preston. That is right. 

Mr. Ceperserc. That is just an honest difference of opinion, but this 
turnover thing, I can see how it would plague you. I haven't the 

lightest idea of what can be done. I hope you are trying to do what- 
ever can be done within the framework of your organization in co- 
~ ation with the Civil Service Commission to lessen this problem 
alittle bit. 
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I do not think you will ever overcome it as long as we are in this 
competitive situation with private industry. We find it not only here 
but in the Department of Defense, in the National Institutes of Health 
and all of them. It isa difficult problem. 

That is all I have, Mr. Chairman. 

Mr. Watson. I agree, it is a most difficult problem and it is an old 
problem. Prior to coming to the Patent Office I was in practice for 
some 30 years in Washington. We brought into my firm many men 
from the Patent Office, one after the other. Many of them stayed and 
many of them left us, and so it is, and particularly when conditions 
are booming on the outside. 

Mr. Crperserc. Do you ever have anybody leave and then come 
back ? 

Mr. Watson. That happens on occasion. 

Mr. CrperserG. Do you ever consider the possibility—a number of 
people retire from private industry after a given number of years who 
have been excellent attorneys in the patent field, who might welcome 
the job, or are policies so strict that we do not hire people if they are 
beyond a certain age to doa particular job ? 

Mr. Watson. We would welcome persons who have had wide ex- 
perience in the patent field outside of the Patent Office, but by the 
time they have acquired that experience, their earnings are so high 
that they are no longer interested in anything we could offer them. 
During my period in the Patent Office only one man has come back 
from industry, to my present recollection, and he came because he 
became so old that his company retired him. 

Mr. Presron. Mr. Michel, do you have any questions? 


FEES 


Mr. Micuer. Maybe only one, and that would be on this matter of 
fees. 

Is it a two-step procedure, one upon original filing and then upon 
granting of the patent? Is that the system? 

Mr. Watson. Yes. 

Mr. Micnex. The original fee now is how much ? 

Mr. Watson. $30 on filing. 

Mr. Micuen. $30 on filing ? 

Mr. Watson. And $30, also, on the final fee. 

Mr. Micuer. What have you recommended as an increase? 

Mr. Watson. From $30 to $40 on filing and from $30 to $50 on 
issue of the patent, together with a fee based upon the number of 
claims which are presented by the applicant. The claim is the crux 
of the debate between the applicant and the Patent Office. 

Mr. Micuev. In your judgment, would the increase in the original 
fee decrease the number of applications that would be received ? 

Mr. Warson. I think decidedly not. If I really believed that I 
would not recommend the bill, because we must bring these applica- 
tions into the Patent Office. I have said before to committees of Con- 
gress that in the event that we can bring applications in by no other 
means, we should remit all fees. It is too important that we shall re- 
ceive the applications. On the other hand, we should, in the normal 
instance, have a screening fee, as the chairman has said, to prevent the 
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influx of ill-considered applications imposing a large burden on the 
examining operation. 

Mr. Bow. Will you yield? 

Mr. Micuen. Yes. 

Mr. Bow. Is there any way in which the indigent can file an affi- 
davit of indigency and be able to file, if he has no money and has a 
patent he wants to file, as is done in other cases ? 

Mr. Watson. Mr. Bow, the Patent Office has no latitude in that 
respect. It must require the fee. 

Mr. Bow. But there is no way of filing with an affidavit of indig- 
ency ¢ 

Mr. Watson. No way; but on the other hand, I have never seen in 
the course of many years of experience the failure of an applicant to 
file, when he had a good invention, because of lack of money. 

Mr. Bow. That may be because he has to go out and share it with 
someone, which he would not have to do if he had the money to file. 

Mr. Watson. He makes it a family matter or he goes to his neighbor 
or some other interested party and raises the money. 

Mr. Bow. That is all. 


AVERAGE LENGTH OF EMPLOYMENT 


Mr. Micne.. Your personnel officer stated, I believe, that the aver- 
age employment of the examiners is 3 years 3 months. How would 
this figure compare with overall employment in the Federal Govern- 
ment ¢ 

Mr. Watson. Mr. Kingsley, can you answer that? 

Mr. Kinestey. I have never seen any figures along that line. How- 
ever, | am afraid there may have been a misunderstanding here. The 
average length of service of those people leaving us is 3 years and 3 
months. We have a number of people who have been with us for a 
number of years. Their length of service is not included in the aver- 
age previously mentioned. Only when they leave would it be so 
included, 

Since 1945 we have lost, within their first 4 years, approximately 
75 percent of all the people we employed. ‘That is the reason that the 
figure is down to 3 years 3 months. 

Mr. Creperserc. That certainly is a different explanation than I 
thought was given before, and I am glad to have that correction on the 
record. 

Mr. Micnex. That would make a difference in phrasing of my orig- 
inal question. That is academic at this point. Thank you. 

Mr. Preston. Could you furnish us a copy of your original 8-year 
plan in chart form ? 

Mr. Warson. Yes. We have it. 

Mr. Ceperserc. Off the record, Mr. Chairman. 

( Discussion off the record. ) 


PATENT AND TRADEMARK ISSUANCE 


Mr. Preston. We shall insert in the record at this point pages 733 
and 734 of the justifications. 
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(The pages referred to follow :) 


Patent and trademark issuances 


Patents granted (excluding designs) -__- 
Design patents granted 
Trademarks registered 


Patents (excluding designs): 
New applications received _ 
Applications disposed of 
Applications pending, end of year 
Design patents 
New applications received 
Applications disposed of “ 


Applications pending, end of year_- 


Trademark registrations 
New applications received 
Applications disposed of 
Applications pending, end of year 


The following 


data are indicativ 


| 1958 actual 
at 
43, 676 | 
9 RTD | 


15, 979 


| ; 
1959 actual | 1960 estimate | 1961 estimate 


Workload summary 


1958 actual 


| 
76, 956 | 
85, 457 
207, 166 
4, 838 
4,767 | 
6, 832 | 
21,770 


20, 034 


27, 323 | 


52, 482 


2, 508 | 
17, 685 


1959 actual 


54, 000 
3, 000 
18, 000 


1960 estimate 


79, 000 | 
88, 000 | 
189, 000 


5, 000 | 
6, 000 | 
6, 000 
22, 000 

23, 000 | 
27,000 | 


57, 00 
3, 00) 
18, 00) 


1961 estimate 


80, 00 
92, 00 
177,00 


5, 00 
6, OOF 
5, 


22, 000 
23, 00 
26, 000 


e of the legal, quasi-judicial, and nonexamining 


workload which stems from, is collateral with, or is precedent to the examination 


process. 


Legal and quasi-judicial items 


Pending, 
| start of year | 


Cases in Supreme Court of United States 


Cases in | 
of Columbia 
Cases in U.S. 
Appeals 
Cases in | 
Columbia pee oe 


Summary caseload, all courts 


S$. Court of Appeals for the District 
Court of Customs and Patent 


.S. District Court for the District of 


Fiscal year 1959 


Receipts 


Disposals 


Pending, 
end of year 


Photopri 
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Cases before the Patent Office Board of Appeals 
Cases before the Board of Patent Interferences 
Proceedings before the Trademark Trial and | | 
Appeal Board ; | | ‘ | iy 


551 | 


9 
279 


Appeals to the Commissioner (Trademarks) 


Petitions to the Commissioner: 
Patent 
Trademark 


12, 240 | 
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Total prepared or supplied 

Other items and services i sien 

Fiscal year Fiscal year Fiscal year 
957 1958 











1959 

aii ee a Ginisubmnsen dal 255, 306 260, 983 276, 726 
NI a cra liacnteith rine dog tals abetted dimaioihekiis hohcisithiatditesdicledll. tai 1, 721, 983 1, 860, 320 2, 649, 438 
Certificates. .......-- beans ‘ : bivnmtedtiedel kta maaiin 47, 622 48, 646 53, 740 
Manuscript words. --- ‘ ae sata is <cha tind an 650, 342 700, 725 699, 990 
Abstracts of title and title searches_............-.-.-.-.-.--- 1, 104 906 749 
CO ea eupenan suaingeusdustegdeenwiel 28, 053 28, 173 27, 286 
SEEN TOON ck da nccwiwiedsennumaiek debe smbeman’ 53, 526 58, 389 58, 054 
Printed copies: 

INTE NIN oo aa ou cnn chic cea aaanewienam abe 3, 384, 473 1, 747, 169 2, 127, 458 

Library subscriptions # ee Se aoe 986, 593 961, 092 1, 153, 486 

Other en a beset a a Bt a ae eee ee 6, 326, 765 6, 695, 881 6, 956, 943 
Drawings and corrections. __.......--- Sa eoui arkia es eesiaiied 13, 485 16, 351 17, 660 


Mr. Bow. Mr. Chairman. 

Mr. Preston. Mr. Bow? 

Mr. Bow. May I at this point ask Mr. Nielson to insert, or furnish 
us for the record and insert in the record at the point of the exami- 
nation of general administration under General Counsel a chart show- 
ing the various bureaus and departments of the Department of Com- 
merce that have a solicitor or an attorney, the number in those par- 
ticular bureaus, both lawyers and otherwise, and specify those that 
are lawyers and those that are clerks, and the amount of appropria- 
tion to each of those offices, so we have a complete picture of this legal 
setup throughout the Department of Commerce ? 

Mr. Nretson. We will be glad to furnish that. 

Mr. Bow. That will be inserted immediately after my examination 
on the subject of the General Counsel. 

(The information supplied appears on p. 69.) 

(Discussion off the record) 

Mr. Preston. Thank you very much. 


Wepnespay, JANUARY 13, 1960. 


NATIONAL BUREAU OF STANDARDS 
WITNESSES 


CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

DR. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF STANDARDS 
DR. R. D. HUNTOON, DEPUTY DIRECTOR 

DR. A. T. McPHERSON, ASSOCIATE DIRECTOR FOR ENGINEERING 
DR. F. W. BROWN, DIRECTOR, BOULDER LABORATORIES 

Rk. S. WALLEIGH, ASSOCIATE DIRECTOR FOR ADMINISTRATION 
NORMAN L. CHRISTELLER, BUDGET OFFICER 


Mr, Preston. The next item the committee will take up is the Bu- 
eau of Standards, found on page 118 of the committee print and page 
902 of the justifications. 
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We shall insert in the record at this point, pages 903 through 906-A 


and page 1049-15 of the justifications. 
(The justification pages follow :) 


Research and 


Appropriation and 


activity 


services 


Physics and electronics: 
Personal services 


Other objects 


Bureau overhead 


Total 


Chemistry and 
lurgy: 

Person: 

Other objects 


Bureau overhead 


Total 


Mechanics 
ing: 


Personal services 


Other objects 


Bureau overhead 


Total ee 


Radio propagation 
Personal services 


Other objects 


Bureau overhead 


Total 


General services: 


Personal] services 
Other objects_-_- 
Bureau overhead 


Total. 
Proposed 
working 


fund, National 
reau of 
Other objects 


Recapitulation: 


Personal services_. 
Other objects ae 
Bureau overhead 


Teal. .... 


Net adjustment. to base 


(see summary 


quirements for detail) --- 


Appropriation. - 


See footnote 1 at end of table, p. 
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payme nt 
capital 


Standards: 
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al services_._._..-| 
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Summary of budget estimates, fiscal year 1961 
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Average | 
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Average | Average 
} number | Amount number | Amount | number Amount 
of posi- of posi- | of posi- 
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| | 
460. 4 $3, 666, 800 | 505.9 | $4,031,000] +45.5 +-$364, 201 
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592. 9 6, 348, 000 647.3] 7,075,000} +544 727. 000 
| | 
263.7 | 2, 167, 400 | 294, 2 | 2, 415, 000 | +30. 5 +-247, 60 
606, 400 } R39, OOO |___- ae +-232, Hix 
77.7 702, 200 83. 4 757, 000 | +5,7 +h, 800 
= —| — ane = — —— 
341.4 | 3. 476, 000 | 377.6 | 4,011, 000 +36, 2 4-535, 00 
| | | 
i j 
152.4 1, 141, 300 174.6 | 1, 315, 000 +22,.2 +173, 70 
; : 372, 600 |__-- a 671,000 |... +298, 401 
41.2 | 372, 100 45.9 | 417, 000 +4.7 +-44, 900 
a am | | 
193.6} 1, 886, 000 220.5 | 2,403,000} + +26.9 | _ +517, 0 
=| = | — ——— 
268.8 1, 827, 000 299.3 | 2, 045, 900 +30. 5 +218, 90 
ood 1, 376, 100 |__- = 1, 539, 700 |_- : +163, 600 
67.9 613, 900 | 75.5 | 685. 400 | 47.6 471, 500 
336.7 | 3,817,000 | 374.8} 4,271,000] +38.1 | +454, 000 
42.5 371, 900 43.6 | 385, 000 +1.1 | +13, 100 
= | 181,000 |..-.--- 1O5 00 bcc ceed +4, 000 
13.3 | 120, 100 13.3 | 120, 000 oe —100 
55.8 673, 000 | 56. 9 690, 000 4.1.1 +17, 000 
| | 
| | | 
i 
| | | 
| | 
3 oe . | ee aes +1, 150, 000 
1,187.8 | 9,174,400 | 1,317.6 | 10,191,900 | +129.8 +1, 017, 500 
ae 4,020, 200 |. re 6, 144, 700 | : +2, 124, 500 
332. 6 3,005,400 | 359.5 | 3,263,400 | +26.9 | +258, 000 
1,520.4 | 16,200,000 | 1,677.1 | 19,600,000 | +156.7| — +3,400,000 
| 
+1, 050,000 |_..._-__- a ee —1, 050, 000 
1,520.4 | 17,250,000 1, 677.1 19, 600, 000 +156. 7 + 2, 350, 000 
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a Summary of budget estimates, fiscal year 1961—Continued 
1960 1961 Difference, increase (+) 
or decrease (—) 
Appropriation and ee aes : ‘, | F . = 
activity Average | Average | Average 
| number Amount number | Amount number Amount 
| of posi- of posi- of posi- 
tions ! tions } | tions?! 
7. —— ———-—-) ——. |-—— ~-— — —_———}- lamina 
Research and technical 
| services (special foreign 
| currency program): — 
Physics and electronics: 
PEt OUIMONE oases t oe eae with Resmiprrae $3, 286, 000 |......__- +-$3, 286, 000 
, Chemistry and _ metal- | | 
lurgy: Other objects. .-.|-.....-. bqkctnnneeend leneiesnee | 418, 000 j.......... +418, 000 
Mechanics and engineer- | 
ing: Other objects eeks unanserme loeacee sieatSubianaieaie Ts ebeiaeasaents | EE Beeciecuicice +203, 000 
' Radio propagation: Other | 
objects.....---- pene Aiekennan dale Rsironce decades Reaisinies 890, 000 |.........- +890, 000 
General services: Other | 
DOO. .centent henetacn euletéstonbetslablebeonindss MUR Scneumacne +203, 000 
Recapitulation (other ob- 
jects): Total require- 





Plant and facilities | 

Facilities: | 
EaESOnD) SUE VICCE.-...-~- 17 $9, 400 4.9 28, 100 +3.2 +18, 700 
eRe Cease neenyeestennsenenes 37, 600 |........ a SE kkncess > +205; 500 


Bureau overhead . --.---| 3 3, 000 | 1.0 | 8, 800 | +.7 | +5, 800 


abana = 








ISIE LATO ARRAS wists banc anamine tations seteminnme S cShanik mache | DOOR G0 1. nacceane +5, 000, 000 






































See footnote 1 at end of table, p. 236. 


PEI 6 cchvnbunds tote teenie 2.0 50, 000 | 5.9 370, 000 +3.9 +320, 000 
| Construction: Other ob- | 
| jects sate onan sien nial inh ov at pees wena ie oleate sais eee ews TOR UOG Bicésnasars } -+700, 000 
Special equipment: Other | | } | 
CNOONR Ss acatdcheann ssbb ionsberacemenini te medaitaat Sa 930, 000 piece +930, 000 
Recapitulation: 
Personal services.....-.-.- 1.7 9, 400 4.9 28, 100 +3. 2 | +18, 700 
RT TRIS econ airs wisi ema eipsaace oR | ree E, WOU Na wceuccuce +1, 925, 500 
Bureau overhead - -.-.- 3 3, 000 1.0 8, 800 +.7 | +5, 800 
RG cnausiaemitiaonee 2.0 50, 000 5.9 2, 000, 000 +3.9 | +1, 950, 000 
Net adjustment to base | 
(seesummary of require- 
ments for detail)........|--..-- sigs OUI se cai ern ee —2, 090, 000 
Appropriation.......-...- 2.0 2, 140, 000 5.9 2, 000, 000 +3.9 —140, 000 
i Construction of facilities: 
Design and engineering: 
Personal services - -....... 10, 000 +1.0 +10, 000 
Other ODIO... ccncences A | ee eee +557, 000 
Bureau overhead -......-- 3,000 +.3 +3, 000 
\- —|—— —— | ——__—_——— 
GE. Sooo eee es 570, 000 +1.3 +570, 000 
Construction: Other objects- ji % i Xl ee +15, 215, 000 
| 3 = —————S — oe 
Equipment: 
(a) Major scientific activ- 
| ities: 
i POTOAT SOP VIGOR. Nieticcsiscdccleedsaccéaannan 1.6 14, 000 +1.6 +14, 000 
Ota Clan Ne ns. Nae a a S007 000 to ean. +5, 017, 000 
SPU EI EIIOIN A pln dnadcdcaltuéeusunnacnaa 4 4, 000 +.4 +4, 000 
linia tei cheicicthsuaseiined diaiactdces Panahiblabeanirédouieil 2.0 5, 035, 000 +2.0 +5, 035, 000 
(6) Payment to working | 
} capital fund: Other 
OE as teens I saiclabicihn diana Nidan ale detente ides aoe Bp a OOO L dcncecun +-2, 230, 000 
EE INN Nis dis ek acc TemininGaeidaccmean 2.0 7, 265, 000 +2.0 +7, 265, 000 
Moving and oecupancy..--- |----------|--------------|---------- CSE lichiieonaiahl +-450, 000 
; 
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Summary of budget estimates, fiscal year 1961—Continued 


| 














j 
1960 | 1961 Difference, increase (+) 
or decrease (—) 
| 
Appropriation and (Fas haat | oe re . ec se 
activity | Average | | Average | Average 
| number Amount | number Amount number | Amount 
of posi- | | of posi- of posi- 
tions ! | tions! tions ! 
| | 
: ; | a tae i? jl 
Recapitulation: 
Personal services_-_..--- il atonal Le oee kas bats _ 2.6 24, 000 +2.6 +-$24, 000 
Other objects. __...--- . cet pie keh ceawees eee A ey ON +23, 469, 000 
Bureau overhead _-_......_|_-..------| 7 | 7,000 +.7 +7, 000 
-— ;- ——— | ——$___] —____—______ 
Total requirements (ap- | 
propriation) . .........}-..--- aye ial 3.3] 23.500, 000 +3.3 | +23, 500,000 
Grand total, all appro- | | at. om 
priations__....--- = wee $19, 390, 000 | 1,686.3 50, 100, 000 +-163. 9 +30, 710, 000 
| | 


1 Since all positions are charged to the Bureau’s Working Capital Fund and individual positions are 
chargeable to several appropriations, employment as of a given date and positions cannot be identified 
with supporting appropriations. The data on average number of positions represents the portion of totals 
employment applicable to each appropriation and is shown in two categories: direct personal services 
being the man-years of direct technical effort on the projects, and Bureau overhead, a pro rata share of the 
total man-years in the Bureau overhead program, 


Summary of total NBS program 


{In thousands of dollars] 


1959 1960 1961 
Source of support 


Man-years | Obligation | Man-years | Obligation | Man-years | Obligation 


Technical program: | | | | 


Federal sources: | 
NBS appropriation. 1,187.9 | $12,378.9 1,520.4 | $17,250.01 1,677.1 | $79, 600.0 
Other agency funds-_- 1, 256. 1 14, 719. 6 | 1, 148.3 14, 872.1 | 1,118.0 | 14, 076.0 

Calibration and test- | | | 
ing fees 254. 4 2,611.5 | 267.6 | 2,740.5 | 277.7} 2,880.0 
Standard sample sales_|_- 16.9 | 30.0 | 30.0 
Subtotal, Federal | i 
sources... --- 2,698.4 | 29,726.9| 2,936.3} 34,8926] 3,072.8 | 36,5860 
| - 
Non-Federal sources: | | | - 
Calibration fees | 62.0 642.0 62.0 | 642 0 63. 4 | 657.0 
Gifts...__- 15.1 142. 6 9.1 | 94.2 | 8.8 | 91.0 
Standard sample sale -|- 215.7 | 240.0 250.0 
Subtotal, non-Federal 77.1 1,000.3 71.1 | 976. 2 72.2 | 908 0 
Nontechnical program: | ae 
Plant and facilities , 30. 6 569. 4 18.1 | 2, 520. 7 | 5.9 | 2, 109.5 
Construction of facilities__ 2.4 2,140.3 2.6 1,013.5 | 3.3 22, 454.7 
Other agency funds. 96. 4 1,131.7 | 98 9 | 1,095.0 | 108 3 | 1, 085.0 
Production of assets_..___- 97.0 | 1! [1, 137. 4] 92.3 | | [1,064.9]] 77.5 1 (939. 0) 

Miscellaneous services_ _- 95.7 (2 99.4 | (2) 106.9 | (2) 

sb = - anenne ho sae sstecinsaieataict diceessdietescennia 
Total, nontechnical_-___- 322. 1 3, 841.4 311.3 4, 629. 2 301.0 | 25, 649. 2 
Total program 3______- 3, 097. 6 34, 568. 6 3, 318.7 | 40, 498.0 3, 446.0 | 63, 233.2 


1 The cost of standard sample production and equipment built by NBS staff is an investment of the 
working capital fund, recovered through charges to the technical program when standard samples are sold 
and equipment is depreciated. 

2 Costs of services such as glassblowing, electroplating, optical-lens grinding, ete., are charged on a fee 
basis to the benefiting programs above. 

3 Excludes research and technical services (special foreign currency program), 
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Mr. Preston. We are indeed glad to have you with us again today, 
Dr. Astin, the very able Director of the Bureau of Standards, who we 
understand has not been completely well recently and will not be with 
us during the full hearings, but we appreciate the fact that he has 
come down this morning to give a brief preliminary statement to us. 

Doctor, we shall be glad to excuse you after you have made this state- 
ment; we shall rely on your staff people to carry the ball for you this 
afternoon. 

You may proceed. 

GENERAL STATEMENT 


Dr. Astin. Thank you very much, Mr. Chairman. 

I appreciate this opportunity to participate even in a mild way in 
the hearings and to make a brief general statement and to submit a 
short formal statement for the record. 

(The statement referred to follows:) 


STATEMENT OF Dr. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF STANDARDS 


I should like to take advantage of this opportunity to emphasize some of my 
views about our 1961 budget request. I regret that the schedule prescribed for 
me by personal physician recommends against full participation in these hearings, 
but I do want to convey to you my earnest conviction of the importance and the 
urgency of our request. 

The National Bureau of Standards is requesting $50,100,000 under four head- 
ings. I want to discuss each of these requests. Before doing so, however, I 
want to emphasize a point I have attempted to make before, namely my convic- 
tion that the Bureau’s work in measurement research and its technical services 
to science and industry are critical elements in this country’s scientific and 
technological posture. I am certain that our programs are a foundation for 
increasing national productivity. Funds provided for Bureau programs provide 
a multiple return to the Nation in their improvement of the national research 
effort, in their service to the conservation of research manpower, and in their 
tendency to reduce costly development activities. 

Our ever-increasing national concern with our scientific, technological, and 
economie strength, therefore, demands that the critical responsibilities of the 
National Bureau of Standards be implemented at a level consistent with today’s 
challenge. Our 1961 budget request, as was our 1960 request, is a serious effort 
to take important steps toward meeting that challenge. 

Now I should like to comment on each of our appropriation requests. 

Under “Research and technical services” we are requesting $19,600,000. This 
is the budget that will finance our performance of our basic responsibilities, and 
I believe it to be a rockbottom request, especially in view of the service demanded 
of us. It will permit us to continue the research advances fostered by the 1960 
program increase, but it does not contemplate significant further expansion of 
the program at this time. It does include NBS financing for two programs 
recently assigned to the Bureau. 

Although substantial additional program growth will be required in years to 
come, the request for this year allows for continuation of the present program 
and provides the opportunity to consolidate the gains made in the 1960 program. 
But it is important that recognition be given to the fact that we are presenting the 
committee with a minimal request. Any reduction in this request would result, 
I believe, in damage to our program and to a loss of some of the gains made in 
the past year. 

Under the special foreign currency program of the “Research and technical 
services” appropriation we are requesting $5 million. This will be the first 
year that such funds will be available to the Bureau. I want to make it quite 
clear that the program which these funds will permit will not substitute for 
any of the activities in our normal research and technical services program. 
They will, however, be an important supplement to those programs and may 
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The use of such foreign currencies for the purposes proposed will help con- 
siderably in accelerating the important materials standards and radio propaga- 
tion programs of the Bureau and will make available to us expert scientific 
talent and facilities to help further the important mission assigned to the 
Bureau. I want to call your attention to the fact that our proposed program 
under this appropriation has been worked out in considerable detail. We have 
been able to identify, in many cases, both the institution and the individual that 
can be expected to undertake the proposed research programs. 

Under “Plant and facilities’’ we are requesting $2 million. This appropria- 
tion provides for our important plant and facilities requirements, including 
emergency repair of existing plant and large equipment and facilities for future 
programs. The current request is made up of a number of items, each of which 
is important to Bureau research activities. We need $200,000 to remedy vital 
facilities problems which have been aggravated by the reduction of funds avail- 
able for this purpose, especially since the new facilities have been under con- 
sideration. We need $170,000 to avoid the complete breakdown of our heating 
plant. 

We urgently request $700,000 to permit the design of a nuclear research re 
actor, a facility which the Bureau must have if it is to conduct a modern 
research program. This will allow the development of detailed design and 
engineering specifications for the reactor and associated laboratories. This 
facility will serve the whole research community in the Washington area and 
will permit urgently needed studies not presently possible at NBS. 

We are requesting $550,000 to allow us to take advantage of an important 
scientific breakthrough in upper atmosphere research. The request will provide 
for some of the equipment which will permit the first quantitative examination 
of certain regions of the upper atmosphere. This is an important and exciting 
prospect which will bear upon the space and radio sciences. 

We are requesting $380,000 to allow us to buy and install a long-beam atomic 
frequency standard, a device which will enable our national frequency standard 
to be geared to significant “state of the art” advances and will provide scientists 
and engineers with time-interval standards at accuracies more nearly approach- 
ing the demands of scientists working on earth satellites and space probes. 
I believe this is an urgently needed device which cannot be deferred. 

Under “Construction of facilities” we are requesting $23,500,000 which will 
provide for the initiation of construction at Gaithersburg. This amount will 
permit the construction of high-priority laboratories required to house the linear 
electron accelerator and the large-capacity deadweight machines that we have 
previously discussed with the committee. These items have been given top 
priority in our Gaithersburg program out of a realization that we must identify 
among all the important and desirable parts of that program those that are 
most urgent and necessary. These new major equipment items are particularly 
critical in that they are needed today to meet current demands to which the 
Bureau cannot now respond. 

Because it is the first step in correcting the Bureau’s dilapidated physical 
condition, this appropriation is perhaps the most important of the Bureau’s pro 
posals to this committee. You must know by now how concerned I have been 
about this problem. We are in no shape today to face some of the most urgent 
technical problems in our history. ‘We are in dreadful physical shape to face 
tomorrow’s scientific problems. 

The development of the plans for our new facilities has been a complex 
problem. I will not detail it here, but merely urge with all the force that @ 
Director of the National Bureau of Standards can that this appropriation be 
fully supported so that we can get on with the job that must be done. 


As we mentioned earlier, I have been away from the Bureau for 
approximately the past 3 months, except for a few hours last week, 
but I am familiar with the general objectives and content of our 
budget. 

Fortunately, I was able prior to my incapacitation in mid-October 
to participate with my associates in the establishment of general ob- 
jectives for fiscal year 1961 and in the formulation of the program 
to meet these objectives. 


over the long term preclude the need for certain research in NBS laboratories, | 
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Our 1961 budget is a most important request. You will note that 
it represents in its entirety a request for funds substantially in excess 
of any we have received before, and so I would like to confine my 
remarks to the general urgency of our program. 

My earnest desire is that we can win the full support of this com- 
mittee for our 1961 budget request. At the National Bureau of Stand- 
ards, we are now facing some of the most severe scientific and technical 
problems in our histor y. This 1961 budget in its entirety is, in my 
opinion, necessary to help us cope with some of these problems we are 
currently meeting. 


RELATIONSHIP OF PROGRAM TO NATIONAL OBJECTIVE 


Since Dr. Huntoon, my very able Deputy, is going to handle the 
detailed justification, { would like to make a few general remarks con- 
cerning the relationship of the NBS program to national objectives. 
This, as you know, Mr. Chairman, is a topic I have touched on before 
at other appearances here and in addition, year: committee noted the 
importance of this relationship in its report last year and in providing 
the very significant increases w hich you gave us in our 1960 appropria- 
tion. Some of the achievements which were possible with this increase 
will be described to you this afternoon by Dr. Huntoon. 

During the past 3 months I have had an opportunity to do a lot of 
reading. Much of the current reading material deals with the general 
importance of science and technology in meeting national objectiv es. 

These reading materials are generally of two kinds: one where the 
importance of science and technology is fairly obvious in its relation- 
ship to our military defense objectives; the other where it is less ob- 
vious, but no less important that science is related to the economic 
competition which we, as a nation, must face. 

I think that too often as a Nation we are inclined to focus on cer- 
tain specific short-term immediate technological objectives and then 
become impatient when difficulties are encountered in meeting these 
objectives, difficulties arising because the broad technical base from 
which these objectives must be achieved has not been adequately 
provided for. 

I think virtually all of the important technological problems which 
we as a Nation have now, strain almost to the limits our physical 
measurement capability and, in turn, the standards which make physi- 
cal measurement meaningful. 

It is in this respect that the program of the National Bureau of 
Standards is so basic to national objectives. 

One of the very interesting things which I have read in recent 
weeks has been a biography of Eli Whitney, who has frequently been 
referred to as the “father of American technology.” Most of us are 
familiar with Eli Whitney as the inventor of ‘the cotton gin, but 
important as that was, Eli Whitney’s impact on our economy is very 
much broader. He really is the father of our machine tool industry ; 
he is the father of the concept of interchangeable parts in this coun- 
try, which is so basic to our modern technological economy. 

In reading of some of the difficulties Eli W hitney ran into, I have 
been impressed that one of the major problems in securing broad 
acceptance for his concept of interchangeability of parts in “modern 
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manufacture was the lack of adequate measurement techniques to 
make the achievement of this concept possible, and the lack of stand- 
ards associated with these measurement techniques. 

In addition, it is very interesting to note that this concept of inter- 
changeable parts originated in France several years ahead of Eli 
Whitney’s development of the concept, quite independently. One 
of the difficulties, or one of the main reasons why this did not make 
the impact in Europe that it made in this country, is again this same 
problem, the lack of adequate measurement techniques and the stand- 
ards associated with these measurement techniques, 

One of the main differences between our technology today and that 
at the time of Eli Whitney is the extensive competence in physical 
measurement which permits control of the properties of the multitude 
of goods which make our modern economy. To make possible the 
interchangeability of parts that is necessary to the mass production 
of all of these products, we must have adequate standards. 

Today, our great concern is directed toward the efficiency of our 
economy. It is my earnest belief that this economy will not run at 
full steam, at maximum efficiency, unless the measurement services 
are adequate to the needs we face. 

Our 1961 budget represents important steps to bring us further 
along the way to eliminating the gaps which we see in our competence 
to meet the needs for services in our economy. 

Thank you very much, Mr. Chairman. 

Mr. Preston. Doctor, thank you very much for coming today. I 
rather suspect that you should not have. 

Dr. Astin. I have permission of my doctor for 2 hours’ work per 
day, and I am counting this as part of today’s 2-hour workload. 

Mr. Preston. We will miss you during the course of the examina- 
tion of the budget estimates this afternoon. 

We always rely heavily upon your splendid advice. We think you 
are one of the great scientists of our Nation and we regret that your 
condition will not permit you to be with us, but we heartily recom- 
mend you follow the doctor’s advice and refrain from doing more 
work than he suggests. 

Dr. Astrx. Thank you very much, sir. 

Mr. Preston. If it is agreeable to the committee, we will excuse 
Dr. Astin at this time and wish him good luck. 

Dr. Astin. Thank you, sir. 
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RESEARCH AND TECHNICAL SERVICES 
Program and financing 


| 
1960 estimate| 1961 estimate 


1959 actual 





Program by activities: 








Unobligated balance no longe r available____. cence 


1. Physics and electronics--_--- ‘ seaeebaes oi $4, 691, 838 $6, 306, 000 7, 075, 000 
2. Chemistry and metallurgy ---..------- bay ascean 2, 631, 556 3, 448, 000 4, 011, 000 
3. Mechanics and engineering. ----- aes eiels nha tat 1, 443, 955 1, 867, 000 2, 353, 000 
4. Radio.propagation---.-..-.-.--- sue 2, 863, 063 3, 729, 000 4, 271, 000 
5. General services--_- ica Bee that eas 487, 917 669, 000 690, 000 
6. Payment to “Working capital fund” sie hime neni nitimveoetecinsl 1, 150, 000 i. 150, 000 
Total program costs_- : aoe 2, 118, 329 17, 169, 000 19, 5 55 50, 000 
7. Relation of costs to obligations: Obligations incurred 
for costs of other years, net 260, 579 | 81, 000 50, 000 
Total program (obligations) ---.--- onl 12, 378, 908 | 7, 250, 000 | 19, 600, 000 
Financing: | 
Unobligated balance transferred from “Ship construction | 
(liquidation of contract authorization),’’ maritime | 
activities (73 Stat. 52) “4 —41, 000 
“| 


116, 992 | 


Appropriation (new obligational authority) - --- , | 12, 454, 900 17, 250, 000 19, 600, 000 


Object classification 


| : ; . ' 
+ 1959 actual | 1960 estimate | 1961 estimate 


07 Other contractual services (total costs) ea --------| $12,118,329 | $17, 169, 000 $19, 550, 000 
Obligations incurred for costs oi other years, net.....-...-.--- 260, 579 81, 000 50, 000 


Total obligations — 2, 378, 908 17, 250, 000 | 19, 600, 000 


Mr. Preston. The first item we shall discuss under the National 
Bureau of Standards will be “Research and technical services. 

At this point in the record we will insert pages 907 through 911 
of the justification. 

(The justification pages referred to follow :) 


Summary of requirements 


Appropriation, 1960 (regular bill) ‘ $17, 250, 000 
Add cost health benefits 100, 000 
Deduct nonrecurring proposed payment to ‘‘ Working capital fund’”’ . 1, 150, 000 
Ne SNE 8 i = eines, Sas ; 16, 200, 000 


Net difference—1961 over 1960 





Requirements Difference, 
| increase (+ 
| | or de- 
1960 | 1961 } crease (— 
adjusted | estimate 
| 
Physics and electronics ataetmad eet ee $6, 348, 000 | $7,075, 000 +-$727, 000 
Chemistry and metallurgy eat ‘ sli 3,476,000 | 4,011,000 | +-535, 000 
Mechanies and engineering. ___-__- ae 1,886,000 | 2,403,000 | +517.000 
Radio propagation... ____--- ; ; | 3,817,000 4, 271, 000 4-454. 000 
General services 673, 000 | 690, 000 | +-17, 000 
Proposed payment to ‘‘ Working capital fund”’ -| 1, 150, 000 | +1, 150, 000 
Gross requirements. _......---- 16, 200, 000 | 19, 600, 000 | +3, 400, 000 +-3, 400, 000 








Total estimate of appropriation, 1961_...........-- Sie ; 19, 600, 000 
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EXPLANATION OF LANGUAGE CHANGES 





Deletion: “b”’. Change in code reference. 


Deletion: “(72 Stat. 1711).” Change to code reference. — 
Deletion: “(72 Stat. 1711).” Change to code reference. 
Addition: “e”. | 


Correction in code reference due to recodification of the Bureau’s organic act 
to incorporate the changes contained in Public Law 85-890. 

Addition ; “(15 U.S.C. 278d).” 

Change in reference from 72 Stat. 1711. This portion of the act of September 
2, 1958, has been codified as 15 U.S.C. 278d. 


Addition: “(15 U.S.C. 278e).””. Change in reference from 72 Stat. 1711. This 
portion of the act of September 2, 1958, has been codified as 15 U.S.C. 278e. io 
Bure 


Summary of estimated obligations by program 




































































Actual, 1959, | Estimate, 1960, Estimate, 1961 
adjusted adjusted | 
ee 7 a. ran. = sai. 
| Average | Average | Average 
jnumber of Obligations|number of/Obligations|num ber of| Obligations ae 
positions | positions | positions | 
| | — — a _ — — 
3 5 | | | | 
1. Physics and electronics: | | 
Ontics and metrology - -_--- 60.8 | $604, 567 | 74.6 $764, 000 78. 2 $825, 000 
eS . si 75. 2 | 858, 985 108. 1 1, 251, 000 118.3 1, 390, 000 
Atomic and radiation physics 123.4 | 1, 240,837 | 153.9 | 1,639,000 | 168. 6 1, 845, 000 
Electricity and electronics. 68.8 | 654, 438 | 91.0 | 884, 000 98. 5 976, 000 = 
Data processing systems | 23.3 259, 298 | 34.9 392, 000 39.5 | 446, 000 RT 
Radio standards. - _- = | 111.3 | 1, 169, 164 130. 4 | 1, 418, 000 144.2 1, 593, 000 RT: 
— _ —_— — | _ | —— —— —— fe 
as os 3 | 462.8 | 4,787,289} 592.9 | 6,348,000} 647.3 | 7,075,000 Pint 
= = = == <= =| = Sg 
2. Chemistry and metallurgy: | “— 
Chemistry-............. -| 91.2 | 886,955 | 115.5 | 1,119,000 | 128.5} 1, 216,000 Gift 
Organic and fibrous materials.| 69.1 | 674, 399 78.7 800,000 | 83.0 861, 000 Cal 
Metallurgy__....._.._-- Seas 45.5 | 463,188 | 55.3 582, 000 59.6 639, 000 Oth 
Mineral products. -.------..-| 61.8 | 606, 603 91.9 975, 000 111.5 1, 295, 000 , 
j- ao} — fon fe _ omen 
WO cancun cia sshiguribad ated sul 267.6 | 2,631,145 341.4 3, 476, 000 377.6 4, 011, 000 
3. Mechanics and engineering: | oy 7 ais! aie 
Mechanics. - etait | 67.6 651, 743 88.0 | 878, 000 99.5 1, 008, 000 
Building technology-_....__.-- 58.8 543, 632 69.3 661, 000 81.7 1, 007, 000 
Cryogenic engineering. ._____- 27.9 259, 971 36.3 347, 000 39.3 388, 000 19¢ 
NS Sick cen endtenasmmanes | 154.3 | 1,455, 346 193. 6 1, 886, 000 220. 5 2, 403, 000 Ma 
4. Radio propagation: ee ’ el aI ; 
Central Radio Propagation Col 
LOOT «2c. ccccccc ss 15.5 176, 065 26. 5 325, 000 32.4 401, 000 : 
Radio propagation physies--. 140.4 | 1,776, 205 | 175.5 | 2,146, 000 192. 5 2, 344, 000 Sec 
Radio propagation engineer- Div 
| ‘ rie eae aa 66. 0 599, 166 80.7 755, 000 90.1 859, 000 Ad 
Radio communication sys- " 
CONOR rs htcacvescccvanss ote 37.5 466, 650 54.0 591, 000 59. 8 667, 000 
MN, cock kicecmcccosbenee 259.4 | 3,018, 086 336.7 | 3,817,000 374.8 4, 271, 000 
5. General services: the 
Applied mathematics--____-- 21.7 257, 387 26.8 313, 000 28.0 330, 000 r 
Office of Weights and Meas- Ph 
aA eR eS 10.1 107, 049 14.8 164, 000 14.7 164, 000 elu 
Office of Basic Instrumenta- the 
Se oe ta ehicep ion 7% 20, 168 3.5 38, 000 3.5 38, 000 as 
Reactor design group-______--- 6.4 68, 513 7.0 123, 000 7.0 123, 000 97) 
Technical services..........-- 3.5 33, 925 3.7 35, 000 3.7 35, 000 
ee i, ts aa meted = a * 
a ee | ae 487, 042 55.8 | 673,000 56.9 690, 000 ou) 
————_ | —— — = | = wil 
6. Proposed payment to working of 
capital fund, National Bureau the 
IB Se oo cchinvaceccunned Lcpeee aad a Re a 1, 150, 000 tt 
—— |S ——S=_ _———————_— See = ————————— li 
Total obligations._._.._..__-- | 1,187.9 | 12,378,908 | 1,520.4 | 16,200,000 | 1,677.1 | 19, 600, 000 an 
ecclesia tah cee inanimate mi 
th 
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Summary of estimated obligations by cost component 


{In thousands of dollars] 

















Estimate, 1959, Estimate, 1960, Estimate, 1961 
adjusted adjusted 
eae at ae os eaciadhdtiadiltaeiaditateieedatall taicelie neat incite enioae aliidininaetacilas. 
Cost component | 
Average Average Average 
number Obliga- number Obliga- number Obliga- 
of posi- tions of posi- tions of posi- tions 
tions tions tions 
— — - a ~ - . "| on ee — — 7 ge ee en — 
Personal services. ..- 928. 0 $7, 104. 2 } 1, 187. 8 $9, 174. 4 1,317.6 | $10,191.9 
Other objects | faite 2, 060.3 |........ 4, 020. 2 6, 144.7 
Bureau overhead 259. 9 2, 324. 4 332. 6 3, O05. 4 359 5 3, 263. 4 
Total obligations (adjusted) 1, 187.9 12, 378.9 1, 520. 4 16, 200.0 | "’ 677 1 ‘19, 600. 0 








Summary of total technical programs 


[In thousands of eee 

















| 1959 Be 1960 | 1961 
| 
Source of support | -.. : . ui F | ie | — 
|Technical] Obliga- |Technical} Obliga- |Technical| Obliga- 
man tions man- tions } man- tions 
| years | years | years 
| 
- _ | | 
RTS appropriation | 928.0 | $12, 378.9 1, 187.8 $17, 250.0 1, 317.6 | $19, 600 
RTS (special foreign currency pro- | 
gram ae | | | 4,942 
Plant and facilities appropriation. -- 18.5 | 400. 2 | 7.6 275.1 | 
Construction of facilities appropria- | | 
tion 1.8 | 35. 9 | 2.1 55.0 | os 
Gifts and bequests 12.1 | 142. 6 | 7.3 94. 2 | 7.2 91 
Calibration and testing -_- 257. 0 3, 253. 5 | 266. 7 3, 382. 5 | 277.5 3, 537 
Other agency funds 987. 5 | 14, 719. 6 | 905. 2 | 14, 872.1 | 888. 3 14, 076 
Total obligations 2, 204. 9 30, 930. 7 2, 376. 7 35, 928.9 | 2, 490. 6 42, 246 
Summary of budget plans for 1961 
ED UI ac: sicisacckes eee taciex cena avapro mobi anak cidileann _. $17, 250, 000 
Maintenance of 1960 level on expanded projects : 
ARGS Cont OF BOW 1900 Gta | ond cow secs tas iickisatinwweees +1, 155, 000 
Annual cost of staff diverted from other agenc tS We a ok wiecanss +721, 000 
Conversion of fire-research program to NBS support__------------- +250, 000 
MUR RR RRUR SINT TC ON eee aces gic ateating psec veto +40, 000 
Diversion Of Star Trem FACIITIC’ PEGRTAIBS.. ok ols +84, 000 
Added cost due to employee health benefits program ____--------~- +100, 000 
OO ON a a i ah uk aa a i lon mrlanieen a mens ce aoieeien 19, 600, 000 


The new programs included in this request are described in the statements for 
the Mechanics Division, Building Technology Division, Atomic and Radiation 
Physics Division, and Data Processing Systems Division. Also, the budget in- 
cludes provision for an additional payment to the working capital fund to permit 
the purchase of capital equipment. This is discussed under activity 6, on page 
971. 

Although the budgetary plans as now conceived are primarily concerned with 
supporting the 1960 programs at the levels achieved by the end of the year, there 
will undoubtedly be continuing needs for new or expanded effort in many parts 
of the Bureau’s basic programs. To some extent these demands will be met by 
the normal reduction in effort that occurs each year in a number of programs 
that were originally expected to remain at a stable level. The pressures for new 
and expanded work will probably force a larger than normal amount of last- 
minute shifting of staff from present programs to higher priority work. A\l- 
though the nature of the research program makes it impossible to know just 
Where such changes will occur, the Bureau estimates that between $300,000 and 
$400,000 of changes will take place by reducing effort on lower priority work and 
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shifting staff to more urgent work. In almost all such cases, however, the 
changes will involve no overall increase in technical effort. 

It is in the context of the critical impact of NBS programs on national science 
and technology that the $19.6 million budget is viewed as an irreducible mini- 
mum for 1961. To reduce that budget would create serious problems within 
NBS with respect to the continuing support of an assembled staff of highly 
trained and creative scientists. Of even greater consequence, however, to re- 
duce that budget would be to reduce the Bureau’s ability to serve the multi- 
billion-dollar research and engineering programs elsewhere in the Federal 
Government. 

Dr. Huntoon, if you will give us your general comments about this 
phase of the Bureau’s budget request we will deal with it. 

Dr. Heunroon. Thank you, Mr. Chairman. We will proceed in that 
way. 

Might I first say that, as you indicated this morning, I have some 
very large shoes to fill here. If the fit is not all that you are used to, 
please understand that I have with me some of our associates at the 
Bureau of Standards on whom I expect to call to assist in answering 
your questions. 

Mr. Preston. We will be glad to hear from them at any time that 
you think it proper. 

GENERAL STATEMENT 


Dr. Wontoon, Thank you. 

I would like to pick up where the Director left off in his statement 
this morning to make an additional point. 

He was stressing, in connection with the Eli Whitney discussion, 
the importance of the standards and measurements to the interchange- 
ability of parts which makes our mass production technology run, 

There is an equally important side of this interch: ingeability which 
we call interchangeability of information. The technology depends 
upon our researe h institutions coming up with the ideas and the dis- 
coveries which give the technology something to operate with. 

The output of our research institutions is information and reports, 
essentially, and not products. 

If this is to be of value to other research institutions so they can 
team up and work together toward a common goal, that information 
must be interchangeable as based on a common set of working 
standards. 

In certain instances the demands for technology are the ones that 
put the pressures on us. In other instances, the demands from the 
research side put the pressure on our standards activities. 

The Director essentially hit the keynote this morning in pointing 
out that is his strong belief that this Nation should not be h: ampered 
in its forward progress for want of measurement capability which 
it is our responsibility to give, for want of basic information on the 
critical properties of materials, and for want of the central services 
that the Bureau was established to provide. 

Each of the main portions of our budget before you today is aimed 
at a coordinated approach toward this objective. of seeing to it to 
the best of our ability that the measurement capabilities and informa- 
tion on critical properties of materials are there, and that those 
central services are available. 

Your committee in the last 2 years has both by word and action 
indicated its awareness of the importance of our program toward 
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reaching these objectives, and [ see no point in taking your time to 
show you that importance. 

I think we can move on from there. What I would like to do is to 
make some comments on how we approach meeting our responsibilities. 
One of the difficulties we face is what I lke to “call being taken for 
eranted. There has been a long stretch in the past when ‘the Bureau 
of Standards measurement <apability was meeting what industry 
needed. At that time, our problem was one of encouraging industry 
research to use the tools that were available. Today the thing looks 
quite different. We are the ones under pressure to get the measure- 
ment standards and capability that they require. As new programs— 
and with your permission I would like to use one as an example today, 
the space technology program—grow and funds are made available 
for these new programs, there is a tendency to overlook the fact that 
those programs themselves draw on the existing services of existing 
programs. 

To make a very specific example, in striving to get the 114 million 
pound thrust motor the assumption was tac itly | made that we can mea- 
sure the million and a half pounds with sufficient accuracy so that 
the engineers can go ahead. As a matter of fact, today we cannot 
measure the million and a half pounds with the accuracy that the 
engineers tell us we need, and it is this sort of thing that nee eds proper 
consideration so that when programs are growing they are growing 
in a balanced fashion. 

[ think that is perhaps one of the outstanding examples, but the 
basic policy we follow in setting up our own program within the funds 
we have at the Bureau is to, within our best capabilities, decide an 
apportionment of the funds that approaches chia objective, of seeing 
to it that the measurement capability that we think is needed is pro- 
vided. 

Now I would like to turn my attention for a moment to some- 
thing which perhaps will interest you. Last year you gave us a con- 
siderable increase in our appropriation. I would like to give you 
some highlights now of our recent accomplishments in the technical 
sense. 

I have some exhibits here if you would care to see those. Do I have 
your permission to show some exhibits, sir? 

Mr. Presron. Yes. 

ATOMIC CLOCK 


Dr. Hunroon. Obviously one cannot bring all the technical mate- 
rial, but I have here a new development in time standards. This is a 
new approach to the atomic or molecular clock. What I have here is the 
heart of it. It is a glass sphere with a little rubidium at the bottom 
of it, which can be warmed up, and a little bit of argon vapor inside. 

If you browbeat this bottle with about $10,000 worth of assorted 
electronic gear to shine microwaves through it one way, light at the 
right frequency through it another way, and watch the light coming 
out this side with a photo detector, if the frequency of the microwaves 
is just right and the light is just right, there will be a dip in the way 
the light comes through this. 

This is an extremely precise kind of an absorption, so precise that 
within the last couple weeks, the week of New Year's, they had this 
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kind of a clock running and checking it against the existing atomic 
standard clocks, one in Boulder, one at NRL, and this one at the 
Bureau of Standards Washington laboratories. 

These, during the course of a day, were intercompared and found to 
agree to one another within 6 parts in 10”. 

Let me explain a moment—one part in 10 would represent 1 second 
in 3,000 years. Two of these clocks agreed to one part in 10”. 

Perhaps you might think this is Soilding the lily” a bit to have such 
precision time standards. I assure you, however, that there are very 
good and solid reasons for wanting this. 

In the first place there are problems of getting the gravitational 
red shift which requires clocks with an accuracy an or der of magni- 
tude better than I have just quoted. There are problems of naviga- 
tion where, if you have a clock where you did not require maintenance 
of contact with another one in order to calibrate it, you could take 
it with you and go away and know it is keeping precise time. In order 
to know your time to one microsecond such a clock running at a part 
in 10" is good to one millionth or one microsecond per day. 

If you ‘want to track missiles and make measurements you need 
time precision and agreement on the order of 10 to 20 microseconds. 
You can either do it by clocks comparable with this or by broadcasting 
standard frequency. Unless you have clocks that can keep time with- 
out being next to the other when you compare them then this method 
of approach is not at hand. 

There are solid reasons for wanting this and, if possible, about two 
orders of magnitude better than this. The atomic constants are 
giving us frequencies comparable to this. 


PURE SILVER 

Now the second exhibit. 

I want to show you some exhibits of some very pure silver. One 
of our important problems it to get at the electrical standards and 
electrical constants and the fundamental physical constants, one of 
our chartered jobs. 

One of these upon which the electrical standards rest is known as 
the Faraday. It is measured by electroplating silver, iodine, or some 
other substance. There has been work going on in this for many 
years in a number of laboratories. It is such a fundamental con- 
stant that one has to cross-check it. 

The accuracy has not been all that is desired; it has not been suffi- 
cient to meet the needs, and we have been pushing forward on this. 

Within the past year we have learned how to purify the silver, and 
we have learned to measure the atomic weight of silver, another of 
the important steps, and we have learned to do the plating so it does 
not introduce the errors that were introduced before. 

Here, if you care to look at it, is some silver which we think is now 
the purest silver that ever has been made, and here is one of the slugs 
of the silver used in the actual plating process. This for comparison 
is some minted silver from which we started and which is not pure 
enough to do the technical job. 

The next one, another of our important activities which we told 
you about, was the move to get into operation a high-pressure program 
appropriate to the times. 





an 
] 
cer 
Th 
iro 
yea 
Is 1 
} 
apy 
rad 
tion 


phe @ 


a 


i 


d 
f 


S 


247 


Here I have a sample. It is a little heavy so we cannot pass it 
around, but perhaps we can pick it up. 

This is a machine with which we have recently been able to set up 
pressures to 2 million pounds per square inch and temperatures up 
to 1.500°. 

This is quite a significant advancement. If you push on this rod, 
these three push back at you, and the upshot is that you get intense 
pressures in the center. This is very important in the development 
of high-pressure measurement. Once you have this you are then in 
a position to insert materials and find out what happens to materials 
under these pressures, find out their physical properties, and so on. 

I will have things to say about various materials as we get along in 
the discussion. While we are here on the exhibits I want to go from 
the large to the small and show you a new material which was just 
developed within the last few months in the Bureau of Standards. 


MATERIAL WITH FERROMAGNETIC AND FERROELECTRICAL PROPERTTES 


You have heard of these interesting developments in solid state 
physics. ‘This new material has what is called both ferromagnetic 
and ferroelectrical properties in one and the same material. 

Let me hasten to say what those two words imply to us. Iron has 
certain queer properties as a magnet with which you are all familiar. 
Those properties are called ferrom: ignetism, the ferro being for the 
iron. Analogous electrical properties h: ad not been found until recent 
years. When found they were called ferroelectricity although no iron 
is involved. 

Now here is a medium that has both in it at the same time. The 
applications of this are yet to emerge but certainly in things like the 
radar circuitry in guided missiles, satellites, one can envisage applica- 
tions of this kind of material. 

Perhaps you would like to see a piece of this and pass it around. 

Mr. Preston. That is all there is to it? 

Dr. Hun'roon. Yes. 

Mr. Preston. What did it cost to produce this? 

Dr. Hunroon. I cannot answer that in detail, sir. 


RADIOACTIVE SUGAR 


The next exhibit is radioactive sugar. Do not be concerned about 
the labels on here. The amount of radioactivity will not hurt any- 
body. They are so labeled so nobody will eat them. 

These are special sugars which have radioactive hydrogen 3 (tri- 
tium) installed in certain places in the molecule so that the bio- 
physicist and the biochemist can trace the flow of this material 
through the body processes ma in other industrial processes by fol- 
lowing the tags. The main point is that we have developed the 
methods of getting hydrogen into the organic molecules where we 

want it. These are now made available to a number of laboratories 
as standards for them to use. 
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TEMPERATURE MATERIAL 





Finally I would like to show you a sample of temperature material. 
This is a different approach to a pure material. Here we have certain 
organic compounds, phenol, naphthalene, and phthalic anhydride. 

Industry buys these materials and one way of assessing their purity 
is through pure materials. In these bottles we have pure materials, 
What you do to use one of them is to melt it, and while it is solidify- 
ing put this thermometer in it and read the thermometer to get the 
freezing point. 

This calibrates the thermometer in terms of that material and then 
you put it in the materia] you are buying, take a reading, and this 
gives you a measure of the purity of the material you are buying by 
applying it against the melting point curve. 

We could give you many more examples but this is sufficient for the 
time available. 

Our main output is our scientific publications. We have a num- 
ber of samples of these here if you care to examine them after the 
session to see the kind of output. 


HIGH TEMPERATURE PROGRAM 


Finally, because of your interest in the high temperature program 
I wanted to bring you a picture of the equipment for one of our high 
temperature setups now going. 

This reaches temperatures of some 10,000° to 15,000° where we 
can make temperature measurements. You have to have the tem- 
perature before you can get busy and develop the temperature meas- 
urement equipment. 

Mr. Preston. Is it working? 

Dr. Huntroon. Yes,sir. We are making temperature measurements 
in that range. 

A last check I made with people indicated that so far as they can 
now see from the literature we have we are able to do as well in 
temperature measurements as anybody else. This is not. good enough 
for some applic ations, but we do not know of any techniques doing 
any better. Some might be more convenient. 

I have a number of other examples of our achievements. TI do not 
want to take too long on these, so I will just gloss over them very 
briefly. 


ACCURACY IN LENGTH MEASUREMENTS ON COMMERCIAL GAGE BLOCKS 


We are working with the atomic length standards. This has ad- 

vanced during the year to the point where we have several beams of 
mereury— —different ways of using a beam of mercury atom to get a 
length standard which looks extremely good. 

You were told last year that in 1960 the General Conference on 
Weights and Measures plans to adopt a krypton length standard in 
1960. T have a report on this here which is written for insertion in 
the record if you care to insert it. 

This tells of recent developments in measuring gage blocks at the 
Bureau to 1 part in 5 million, where we are now c ertifying them to be 
this good, 
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We are now collaborating with the other nations in the setting up 
of this krypton 86 as a standard of length to replace the meter bar. 

It appears these new developments of use of atomic wave length 
emissions already give us wave lengths and requirements which go 
beyond the caps abilities of the krypton standard which will be adopted 
in 1960. 

Mr. Preston. Are these wave measurements part of the project you 
were working on with funds we particularly e: MAT ked for improving 
the tolerances and measurements of tolerances ? 

Dr. Hunroon. Not exactly. This is to demonstrate our measure- 
ment ability. 

On the program you speak of, I was going to refer to it later, but I 
ean go into it now, we have developed. materials, you had a sample 
last year which was freshly brought in here, to show that in 6 months 
it changed less than 1 part in 10 million, that is one ten-millionth of 
an inch per inch. 

Mr. Preston. Is that the objective? 

Dr. Hunroon. The first objective. You cannot get a precise gage 
block until you can get one that will stand still. There is no point 
in calibrating it unless it will hold its calibration. 

Mr. Bow. That is in this statement ? 

Dr. Hunroon. Part of it. The 1 part in 5 million, as I under- 
stood you, was checking of existing gages. There are two or three 
things woven into that statement. 

Mr. Preston. We shall insert that statement at this point. 

(The statement referred to follows :) 


New AccurRAcY IN LENGTH MEASUREMENTS AT THE NATIONAL BUREAU OF 
STANDARDS 


For the first time in NBS history, the Bureau has certified the accuracy of 
length measurements on commercial gage blocks to better than 1 part in 5 
million. A highly important aspect of this certification is that it was based upon 
two independent measurements made in different laboratories of the Bureau. 
In one case the lengths were measured in terms of the metal length standards 
of the Bureau, which are regularly compared with the international meter bar 
in Paris, our present standard of length. In the other case, the lengths were 
determined in terms of wavelengths of light, which is proposed as the new 
standard of length. Measurements by the two methods agreed to better than 
one part in 15 million. These measurements not only attest to the accuracy with 
which such measurements can be performed, but give confidence to the new 
definition of the meter proposed for international adoption later this year. 

It is expected that at a forthcoming international meeting, the General Con- 
ference of Weights and Measures will define the meter in terms of the wave 
length of one of the spectral lines of krypton 86 and abandon the international 
platinum-iridium meter bar as the defining standard for precise length measure- 
ments throughout the world. Since the length units used for nonscientific pur- 
poses in the United States—the inch, foot, and yard—are defined as exact frac- 
tional parts of the meter this action will also supply a more exactly realizable 
standard for these units. 

This contemplated action will not cause any difficulty for American industry, 
for the new definition of the meter will not effectively alter the size of any 
of the units of length. This is demonstrated by the measurements previously 
mentioned. It will, however, provide a more precise standard for length 
measurements than is available in the platinum-iridium meter bars. This will 
become increasingly important as industry moves to closer and closer tolerances 
in manufacturing processes. During the past year the Bureau has been refining 
and extending its measurement techniques to realize the full advantage of this 
proposed new standard. 
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The advantage which will accrue from the adoption of this new standard is 
that it will be based upon an immutable physical constant, plus providing a 
standard which can be realized with very great accuracy. It will not, however, 
render obsolete gage blocks and other material standards for ordinary industrial 
purposes. The search for new materials of high stability for gage blocks must 
go on. 

The Bureau has devised two treatments for type 410 stainless steel to produce 
gage bloeks which did not change their dimensions by more than 2 parts in 
10 million per year. This is a stability heretofore unattainable and is 10 times 
better than current Federal specifications for the highest quality of gage blocks. 
We believe that even greater stability is attainable. A systematic series of 
experiments were devised to isolate and eventually to eliminate, small factors 
affecting the blocks such as metastability of carbide phases, residual stresses 
induced by grinding and lapping, residual magnetism, and environmental tem- 
perature changes. A set of gage blocks made from 52100 steel, hardened and 
stabilized, has shown greater stability, changing only half a part in 10 million 
in 6 months. Further observation and study is needed on these materials to 
assure that these indicated stabilities are enduring. By this means we can bring 
to high precision industry the full advantages which are inherent in the proposed 
redefinition of the meter in terms of light waves. 

Mr. Preston. Have you reached the objective that you set out to 
reach initially when we earmarked the original funds? 

Dr. Hunroon. I cannot say we have “reached the objective. We 
think these materials are yet capable of another order of magnitude in 
improvement. We wanted a ten-millionth inch precision as [ remem- 
ber the objective. 

Mr. Preston. Up to that time what was the best? 

Dr. Hunroon. On the order of a millionth of an inch, I believe. 

Mr. Preston. It has been improved toa tenth? 

Dr. Huntoon. Toa tenth in the materials. Now there are the prob- 
lems of learning to fabricate gages and setting up calibration pro- 
cedures. The first step is the m: terial. It looks as though we have it 
now. 

Mr. Preston. You have to build a machine as the next step ? 

Dr. Hunroon. We are now building the machines to make these gage 
blocks and do some calibration. 

Mr. Preston. That can be adapted to uses of bearing manufacturers 
and people of that type in the industry ? 

Dr. Huntoon. Yes, sir. 

One of these materials now is being commercially manufactured, 
nitrided stainless steel gage block. This one is good to two ten- 
millionths of an inch per inch. We really don’t know how good this 
better material is yet. There has not been sufficient time elapsed to 
find out its stability. 

In connection with the optical pyrometry, we now have techniques 
which have increased its sensitivity by a factor of 10 and extended 
the range from 2400° to 3800°. 

We also have succeeded in learning more about the Russian tech- 
nology. As we understand it we are at present capable of going to 
the 6000° by the ss une techniques as they use, speaking of calculation 
techniques, so this is what is behind my earlier statement. that we 
think we can measure temperatures as well as any body. 

On the measurement of forces, which I mentioned earlier in the 
discussion, we have reached a capability now of measuring forces to 
1.5 million pounds with one-tenth percent accuracy. 
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The engineers tell us they need 0.005 percent accuracy to do re- 
searches on thrust developments they need to do. This is one of the 
pushes. 

RADIO RESEACRH 


In connection with the radio research of the Bureau, there was in 
the past year a breakthrough about which you will hear more in the 
equipment side of things. ‘It has been found possible to use what we 

call seatter radar, and by means of this technique to measure the elec- 

tron densities in the outer atmosphere, looking at them from below 
rather than from above, and in effect see through the intense part of 
it as to what lies on the back side. 

This is important information on the upper atmosphere situation 
that the satellite people need to know and the missile people need to 
know. We can get it by having a sufficiently strong radar beaming 
the radiation straight up from ‘the magnetic equator to probe these 
things and find out from the ground what the distribution is. 

We have a prototype experiment to show it can be done and the 
kind of equipment needed to do it. 

On the communications side it has been shown possible to use the 
meteor bursts as a mechanism of communication, which you have 
heard about before, to handle traflic up to 4,800 words a minute, 80 
times faster than comparable methods. 

I would like to ask Dr. Brown, Director of the Boulder Labora- 
tory, if he has anything further. 

Dr. Brown. Dr. Huntoon mentioned the two principal accomplish- 
ments at Boulder this year. Also I should mention we have recently 
completed construction of the new cesium beam atomic frequency 
standard which somewhat exceeded our expectations in accuracy. 
As a matter of fact, we are running 1 part in 10" on that frequency 
standard. 

Dr. Huntoon. This is essentially the one mentioned earlier. 

Dr. Brown. That is correct. 

We have also made advancements in the field of cryogenic engi- 
neering in new insulating materials. 

We also made a considerable amount of progress in improving our 
prediction service for radio communications throughout the world. 

As you know, the Central Radio Propagation Laboratory was 
originally set up as a central service agency for the entire Govern- 
ment in the field of radio propagation. One of the major service 
functions is furnishing information on radio communication condi- 
tions throughout the world, and one of the big problems in the past 
has been the slowness of the an: ilysis of the data on a worldwide basis 
and also the difficulty in getting out adequate maps on a worldwide 
basis on short notice. 

We have made some major advances in mechanizing that so it can 
be done more rapidly and more cheaply. 

Mr. Preston. Why is it you people in all your research with radio 
have not taken the static out of radio? 

Dr. Brown. We are doing a lot of work in that field. Actually we 
have done a lot of work on very ut noise level receivers, particularly 
some work we have done for the Navy in that respect. 
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Also during the past + years we have set up on a worldwide basis 
a major program to attempt to predict radio noise on a worldwide 
basis. 

Mr. Preston. That won't help you if you can’t take it out. 

Dr. Brown. You can avoid the noisy areas and the periods of 
most noise. In other words, if you can choose your time to a certain 
extent you can avoid a lot of it. 

In addition we are doing a lot of work on sensitive receivers where 
you eliminate the effect of noise to the greatest extent possible. 

One of the major problems really is to be able to predict noises on 
a worldwide basis. There are three types of noise—static, the most 
common source in the lower frequencies coming from lightning dis- 
charges, atmospheric noises, and in higher frequencies the main 
source of noise are noises from outer space. 

When you get to very high frequencies the main source of noise 
is in the electronic components. 

( Discussion held off the record.) 


CRYOGENIC ENGINEERING 


Dr. Brown. Our main problem in cryogenic engineering is to in- 
vestigate the engineering problems associated with very low tempera- 
tures, primarily with the transportation, production, storage, end 
use of liquefied gases, and so on, 

We have set up some 16 stations to measure radio noise xud they 
are gradually getting on a basis where one can do a better job of 
predicting. 

Mr. Preston. Thank you, Doctor. 

Dr. Hunroon. Thank you, Dr. Brown. 

In addition I would like to call to your attention the fact that 
as we indicated earlier we started pushing heavily on four major 
program areas—plasma, high pressure, vacuum standards, and ma- 
terials. 

PLASMA PROGRAM 


Plasma is the name for a program which embraces much of great 
interest to the space and technology people, to the fusion energy 
people, to the astrophysicist. 

What it is concerned with essentially is the measurement. of the 
properties of a hot gas which has not reached internal equilibrium. 
Part of the program is at Boulder, some in Washington. Much of 
what we had done in years past had a direct bearing on it, and still 
does, and other activities need to be started up. 

As a mechanism for handling this we have established a coordinator 
at the Bureau to look over this entire program as it cuts across division 
lines. 

Here we have an example of a new phenomena which is emerging 
in the measurements and standards business. The concept of tempera- 
ture, essentially the kind you read with thermometers, has been based 
upon the fact that the material involved is the same temperature 
throughout and not changing in equilibrium. 

When you get to high temperatures one no longer is able to maintain 
these equilibriums. If you measure the temperature of such a medium 
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by ditferent ways you get different answers. The whole problem is 
turning around | to be one where the concepts have to be redefined to 
the meaning of temperature and what you are going to measure. In 
this case it turns out one has to begin to get down to the actual inter- 
atomic interaction by way of light waves, collisions, electrical inter- 
actions. 

This is the fundamental basis and it is going to have important 
impact on determinations of temperature transfers, thrusts of rocket 
motors, temperature interchange, energy losses in fusion generators, 
and such applications. 

This is an extremely important prograin and we are pleased to tell 
you it is going ahead in a reasonable way. 

Che high pressure program I have already demonstrated. 

in the vacuum standards program we have another one of interest 
to the space technology people. 

One now needs measurements in terms of standards in the absolute 
sense of the gas pressures in very high vacuums which you attain when 
you get high up into space. 

We are now engaged in setting up standards of measurement for 
such vacuum measurement. 

Mr. Preston. We appreciate all these successes you have but we do 
not have the background to fully appreciate all this, so we have to 
assume certain things when we are dealing with the Bureau of Stand- 
ards. We have to assume that you are doing your work well and that 
you are making reasonable successes in these important areas. 

I think as we go along if you will touch on this matter of increased 
funds in the area we are talking about, in addition to the special for- 
eign currency program, that we -would come nearer bei ‘ing on target. 

Dr. Hun toon. Very well, sir. 

Mr. Rooney. We have no idea whether or not all this is worth $16 
million. 

Mr. Presron. We cannot measure that. We have no gage blocks 
here to measure those things. 

Dr. Hunroon. I am well aware of this, sir. Nonetheless, I feel, of 
course, that telling you some of this is of assistance to you in making 
your decisions. 

Mr. Preston. It is. I would not minimize anything you have said 
thus far. 

Dr. Hunroon. Very good. Let us say we have had enough. | 
wanted to tell you a little bit about where the needs lie and if there 
is time later we will come back. 


UPSURGE OF STANDARDS AND CALIBRATION NETWORK 


I want to point out one important development in the last year o 
two, and this is that there has been a big upsurge of standards and 
calibration networks throughout the country, both in the Department 
of Defense and in the indrstry. 

These are sizable efforts. Within the Government some 1,500 peo 
ple, within the defense contractors some 4,000 people, are involved 
in standards and calibration work, and we at the National Bureau 
of Standards are at the apex of this measurement chain. 
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It is interesting, I think, to see that whereas in Russia they have 
established some 100- plus ‘calibration centers, this has emerged in 
our country without the Government having to decree it. It has 
emerged as a voluntary thing showing clear recognition and interest 
throughout the country in a tr aceable measurement chain from our 
national standards r ight down to the calibration at the bench. 

We think this is a very wonderful development which is moving 
fast. 

We say we are at the apex of this development and yet it is an 
upside-down situation. This Christmas tree rests on its apex but 
the apex is what provides the essential beginning of the chain which 
can fan out. 

The Aircraft Industries Association has made studies of their needs 
to meet their standards requirements and have fed them into us so 
we are getting feedback from the industry as to what is needed. 

If you need more information on this we have plenty of it with us 
to tell you about it. 


INCREASE IN BUDGET REQUEST 


With respect to the increases in this RTS program, aside from the 
foreign currency which we mentioned earlier, the increase is 
approxim: ately $2 million. 

Mr. Preston. I thought it was $3.4 million. 

Dr. Hunroon. Yes; but of this we are asking that $1,150,000 be 
put into the working capital fund for the purchase of equipment. 

When we consider the inc reases we got last year and the buildup 
that follows these, as you will see in our budget justific ation statement, 
most of this $21/ million i is required to maintain the program at the 
level it achieves this year. 

One cannot hire the new people that are involved at the beginning 
of the year so they do not run for a full year. There is a require- 
ment to annualize the program so this increase, with the exception of 
two programs which have been in a sense pushed upon us from the 
outside, is used essentially to maintain the existing program we 
acquired this year. Those two programs are one on security equip- 
ment, page 924 of your justification book, and the other is the fire 
research program. 


SECURITY EQUIPMENT PROGRAM 


The security equipment program is one to study how to protect 
information in safes and the like, and how to make sure that areas 
are secure—detecting equipment, and so on. 

We have indicated that this is not a program which lies directly 
down the line of the Bureau's activity, but we are told forcibly there 
is no other adequate place to turn for it, and it is a matter of service 
for the national security, so we have eens to do it. And $40,000 
is only a start on this program this ye 

Mr. Preston. Who put this on you, ‘ind why didn’t they pay for it! 

Dr. Hunroon. It is an interdepartmental matter, and as a result 
of considerations by a National Security Council committee we are 
asked to undertake this. 
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Mr. Preston. And budget for it yourself? 

Dr. Huntroon. And budget for it ourselves. 

We put it in here as one of our items of request. 

Mr. Preston. That $40,000 is a beginning? 

Dr. Huntoon. Yes, sir. 

Mr. Horan. Did the Pentagon fire have anything to do with that 
item 

Dr. Hun'roon. No, sir; this was before the fire at the Pentagon. 


FIRE RESEARCH PROGRAM 


In connection with the fire research program, this is included in the 
Bureau’s budget at $250,000. This is a program the fire research com- 
mittee of the National Research Council recommended the Federal 
Government establish, and during the past year the Federal Council 
on Science and Technology endorsed the program and recommended 
that we accept the responsibility for its prosecution. 

On page 952 of your booklet it shows the Department of Defense 
agreed to supply funds to initiate the program in 1960 with the under- 
standing we would request financing for it in 1961. 

Mr. Presron. In other words, they put the camel’s nose under the 
tent and then wanted you to feed him. 

Dr. Hunroon. That is one way of putting it. 

Mr. Suettey. Does the National Bureau of Fire Underwriters carry 
on research along this line? 

Dr. Huntoon. I don’t know, sir. 

Dr. McPuerson. So far as I know, they do not carry on an exten- 
sive program of the type contemplated here. 

Mr. Suetitry. But they do carry on some programs for fire preven- 
tion and safety, do they not ? 

Dr. McPuerson. Yes, sir. This is to be a fundamental study in the 
field of fire research, using computer methods and scientific methods of 
approach rather than the arbitrary methods that have been used in 
the past. 

SECURITY EQUIPMENT PROGRAM 


Dr. Huntoon. The security equipment program is spelled out in 
more detail on page 950. The estimates are based on a 2- or 3-year 
buildup to about $250,000. 

These are predicated on the provision of specialised lab facilities 
estimated to cost between $450,000 and $500,000. 

We are not recommending this until it can be included in the Gaith- 
ersburg plant. 

FIRE RESEARCH PROGRAM 


Mr. Preston. I notice you are going to do the major portion of this 
fire research work in universities and institutions on a contract basis. 

Dr. Huntoon. It has been recommended that we contract out most 
of it. It is better to go where facilities are rather than building up 
a facility of our own. 

Now, I would like to answer your specific questions, unless you want 
to turn your attention to the foreign currency. 
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ANNUALIZATION OF PERSONNEL COSTS 


pee 


Mr. Preston. I would like, before we get away from annualization 
to ask you a question about that. That business always intrigue; 
me. It isa very convenient gadget used in the Government. 

You get, for example, $1 milion to hire X number of people. Rather 
than hiring them for a full year, you use that money to hire a number 
of people on a part-time basis, many more people. ‘Then you come} 
along and say you must annualize this and in that way you put more} 
people on the payroll than we intended to begin with by granting] 
you the $1 million. Apparently that has happened in this instanee| 

Dr. Hunroon. I can answer this question in this way, sir: 

If we turn to the figures of last year where we indicated to you 
what our estimate was of adding to the staff in connection with that 
program, we have stayed within those goals. 

Mr. Preston. Numberwise, you have? 

Dr. Hunroon. Yes, sir. 

Mr. Preston. You did not ask for a full year appropriation for | 
that number? 

Dr. Hunroon. We could not put them on. You would have to hire 
the people. It takes time to get them. 

Mr. Preston. I understand that. We have seen this ball bounce in 
all directions. 

Dr. Hunroon. I am sure you have, sir. We are not trying to pull 
a fast one on you. 

Mr. Presron. “Annualization” is a bad word to me. 

Dr. Huntoon. I understand your point. Let me assure you we 
thought we were meeting your wishes—were doing what you wished. 

We told you at the outset last year what we would do with this 
money. We have stayed within the hiring level. We could not hire 
the people until we had funds. This then takes time. | 

We took an average sort of consideration of this in making the 
estimates for you. 

In a growing program it is extremely difficult to build a program on 
a 1-year basis. There needs to be some basis for planning, so, in 
implementing the program to the level which we told you we were 
going to, this has put us in this position. 


i 


PAYMENT TO WORKING CAPITAL FUND 


Mr. Preston. Speaking a moment about this $1,150,000, payment 
to the working capital fund, is there any relationship between that 
figure and your 1960 activity ? 

Mr. Curisretiter. Yes, sir. In 1960, as we discussed with the com- 
mittee last year, the program that was established of something over 
$1 million for transfer to the working capital fund was a first step in 
meeting this large backlog of unmet capital equipment needs of the 
Bureau. 

This program we have proposed again for 1961 will carry that for- 
ward at the same level as in 1960. 

We are in a position in 1960 to invest this money in the working 
capital fund in the purchase of capital equipment. We have a large 
backlog of equipment needs, as has been indicated in the list of equip- 
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ment needs we have included in our justification statement, and we 
would hope we can make further progress on meeting those needs in 
1961. 

Mr. Preston. In a sense the net effect of this is that—other than the 
bookkeeping aspect—we have given you this in a lump sum to pur- 
chase equipment with. 

Mr. CurisTELuer. This is the request, yes. 

Mr. Preston. That is what it amounts to? 

Mr. CurisreLier. That is right. 

Mr. Preston. In your bookkeeping practice you charge certain func- 
tions against that ? 

Mr. CurisTetter. Yes, sir. After the equipment is purchased it is 
carried as an investment of the working capital fund. The pro- 
erams using that equipment will ultimately be paying for it over the 
years it is in use as a depreciation charge. 

I have included a statement, based on the committee’s request in the 
report of last year, in the back part of our justification at page 1049-16, 
which indicates the current status of the working capital fund that 
leads to this request for additional equipment purchases. 

(A portion of the material referred to follows :) 


WORKING CAPITAL FUND, FISCAL YEAR 1961 
CURRENT STATUS OF CAPITAL 


The Bureau has requested that the capital of the working capital fund be in- 
creased in 1961, as has been done in 1960, by a payment from the “Research 
and technical services” appropriation, the increase to be used for the purchase 
of capital equipment. The need for additional capital equipment is explained in 
the statement beginning on page 971. The need to increase the capital of the 
working capital fund to permit the purchase of equipment arises from the present 
status of the available capital and the estimated effect of future operations and 
investments. 

In the operation of the working capital fund, a portion of the capital is tied 
up in several different types of assets: 

1. General purpose equipment.—Equipment that is expected to have a long- 
term useful life and general utility is purchased as an “investment” of the fund. 
Reimbursement of the fund is spread over the years of useful life of the equip- 
ment by charging depreciation costs to the projects of the using division. The 
purchase of such equipment results in a reduction of liquid capital, and the 
charging of depreciation costs to projects results in a replenishment of the liquid 
capital. 

2. Standard samples.—The Bureau prepares, analyzes, and sells samples of a 
large variety of materials that are certified as to composition or physical char- 
acteristics. The cost of production and analysis and packaging of the standard 
samples is recognized as an investment of the working capital fund, and the 
samples are carried as inventory assets of the fund. The fund is reimbursed 
when the standard samples are sold. 

3. Supplies —To meet the wide-ranging needs of Bureau research programs, 
the Bureau storerooms carry an inventory of about 30,000 different items of elec- 
trical, electronic, chemical, and hardware supplies and materials. These are 
carried as inventory assets of the working capital fund until they are issued 
for use, at which time they are charged to the using project. 

In addition to these three demands upon the capital of the working capital 
fund, there are daily fluctuations in accounts receivable, accounts payable, re- 
Serve for leave, and other current assets and liabilities. Management deter- 
minations of the amount of equipment or standard sample investment that can 
be permitted must, therefore, take into account the available capital, the rapidity 
of replenishment of invested capital, and current operating needs for cash. 
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Available capital 


The total capital of the working capital fund at June 30, 1959, was $41,827,394, | 


This is made up of the original appropriation for the fund ($5,000,000), the 
value of lands and buildings picked up as donations to the fund at its inception, 
and later the undepreciated value of general purpose equipment donated to the 
fund at its inception, the value of nondepreciated equipment donated to the fund, 
and the value of other donated assets, such as precious stones, the initial store 
room inventory, and the initial standard sample inventory. 

When one is examining the status of the working capital fund for purposes 
of reviewing the resources available for operations or investments, it is im. 
portant to recognize that the capital of the fund consists of more than the origi- 
nal $5 million appropriation. Conversely, it is important to recognize that not 
all of the recorded capital of $41.8 million is available for operations or invest- 
ment. That portion of the total capital that was derived by donation of lands, 
buildings, precious stones, and nondepreciated equipment cannot be turned into 
cash through depreciation charges or sales and therefore cannot become avail- 
able for reinvestment or operating capital. The following table summarizes 
the total capital by source, iindcating which is available for operations and 
investment. 


Working capital fund capital 














Available for 
Original source operations | Fixed invest- Total 
and invest- ment 
ment 
Anpropristed capital..........-...0...2.c660 Pi secGisdacweadaen $5, 000, 000 adatea jadeaa $5, 000, 000 
PRIOR ae has Sis anaseacacsaenacaaese Lape eae kg | $24, 200, 891 24, 200, 891 
Donated equipment, not subject to depreciation... -.......-.-.|..-.---------- 3, 904, 278 3, 904, 278 
Donated precious stones and metals... .. .. ......~- 2... 0- enc] secencnncnceee 543, 880 543, 8 
Donated materials, standard samples, and depreciable equip- 
NE ee eae IU EateRacceseeebasanweso= eeuen O29 OOP hc covcnceenense 8, 178, 345 
a ene ee bdemeiede ab himein 13, 178, 345 28, 649, 049 41, 827, 304 











As the table indicates, the total capital available for current operations, for 
materials inventories, and for general-purpose equipment is $13,178,345. The 
status as of June 30, 1959, of that portion of the total capital of the fund is 
as follows: 

Invested in— 








TE Saar iD ONENESS TRS RN cost ee enti eeeoenn $8, 387, 901 
Amortized facilities and deferred charges________.----_---_-_~- 54, 027 
NAY WO NTN od lee coped cee os eciirei=dinginmenain cite Depacatan ine mee 625, 210 
UE TN an ics cathinltin eens gia esate iae aaioes 2, 181, 308 
EE os ae insole greta minie obama 5, 900 
Current assets: 
ed ae Sit te ons astral kinecaaine een ao $9, 111, 596 
PAUREIIE GS TIT iris rt cine nei ainblin giabinie 4, 303, 678 
Nn i a can rire neg te nae adrenal a 59, 127 
RE RE ee Re ie ae ee LEE Se 13, 474, 401 
Deduct current liabilities: 
Reserve for unused annual leave____-------_------ 2, 197, 859 
Advances from other agencies.___..-__--------~ ~~ 6, 637, 654 
eS iT” an ee ae Se ree nee 2, 466, 980 
MAE rath ANON iii na gheatedge cigs hassle po lamin 11, 302, 493 
a ass cs Ieper Eies e 2, 171, 908 
Peete, IDR OAT 247, 908 
I etal ablic eh aehiee 1, 924, 000 
a en a ae ae eet Da Te 138, 178, 341 


By far the greatest portion of the available capital is tied up in either long-term 
investments, such as equipment, or in short-term investments that require prompt 
reinvestment, such as storeroom inventories. In considering the possibility of 
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further investment in equipment or standard samples, it is therefore necessary 
te look primarily to the net working capital and to consider the needs for in- 
creases in storeroom inventories and fluctuations in the elements contributing to 
net working capital. 


Other needs for capital 

A review of the other needs for capital that must be provided for before under- 
taking further long-term investment must take into account the fact that the net 
working capital and storeroom inventories will change from day to day. For 
example, the storeroom inventory of $625,210 on June 30, 1959, is not necessarily 
the average inventory level over the year; it could well be either a low point or 
a high point for the year. depending on the relationship of recent issue experience 
to recent replenishment experience. Similarly, the reserve for leave will fluctuate 
widely during the year, going down, and thus being a drain on cash, when many 
employees are taking vacations or holidays, or going up and increasing cash when 
relatively little leave is taken. 

In these circumstances, the managers of Bureau operations must rely on past 
experience as to the maximum amount of capital that is likely to be needed for 
current operations. This is usually most easily handled in terms of the expected 
maximum fluctuation from the base point. However, it is not necessary to set 
aside capital to cover the maximum daily fluctuations. If capital is set aside 
to cover the average fluctuations, the funds advanced to the working capital fund 
from supporting appropriations can properly cover the daily departures from 
that average. 

Increases in available capital 

In addition to taking account of the other needs for capital that prevent full 
use of the capital for long-term investments, it is possible also to take account 
of current increases in free capital from the receipts from depreciation charges 
and sales of standard samples. 


FUTURE INVESTMENT PLANS 


The table on page 1049-23 is a summary of the Bureau’s plans for further 
working capital fund investment in 1960 and 1961. The following comments 
refer to the estimates in the table. 


1960 estimates 

The net working capital at the beginning of 1960 will be augmented during 
the year by the receipts from depreciation charges and standard sample sales, 
producing a total available for investment and operations of $3.5 million. 

The $1 million set aside for operating capital fluctuations takes into account 
expected changes in the leave reserve, unbilled reimbursements, receivables, 
payables, and storeroom inventories. Although the total maximum fluctuation 
in these accounts is $2.5 million, it is not expected that the maximum for each 
account will coincide with the others. Based on a maximum combined fluctua- 
tion of $1.9 million and an average combined fluctuation of $1.2 million, the $1 
nillion that is set aside appears to provide an adequate safeguard to assure 
uninterrupted operations. 

The payment from the “Research and technicsi services’ appropriation this 
year has increased the amount available for investment to $3,675,000. Produc- 
tion of standard samples, manufacture of equipment for the Electronic Calibra- 
tion Center, and purchase of general-purpose equipment is expected to result in 
total accrued costs of $3,431,000 against the available capital, the balance being 
reserved to cover increased unliquidated obligations. 

For general-purpose equipment, the accrued cost of $2,361,000 plus increase 
in ane obligations of $244,000 equals the planned obligations of 
$2,605,000. 


1961 plans 

The basic amount available for investment in 1961 is considerably less than in 
1960 because almost all available funds are estimated to be invested by the end 
of 1960. The total available for investment is larger because of the proposed 
payment from the “Construction of facilities” appropriation, but that is for 
equipment for two program areas only. 

Che permissible obligations for general-purpose-equipment purchases in 1961 
are estimated to total $2,175,000, which is the accrued cost of $2,273,000 less 
the decrease in unliquidated obligations of $98,000. 
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Working capital fund investment plans, 1960 and 1961 


1960 1961 
Net working capital, start of year___- $1, 924, 000 $1, 194, 000 
Increases 
Depreciation charges 
General purpose equipment_ -- ’ ; 1, 035, 000 1,170,000 | 
Calibration Center equipment. ae ; 265, 000 300, 000 § 
Total J ty 1, 300, 000 1, 470, 000 
Standard sample sales = 230, 000 290, 000 
Amortization charges _. ; 21, 000 21, 000 j 
Available for investment and operations 3, 625, 000 2,975,000 § 
Set aside for fluctuations in operating capital requirements 1, 000, 000 1, 000,000 | 
Available for investment 2, 524, 000 1,975,000 | 
Add augmentation of capital f 
Payment from research and technical services - - . 1, 150, 000 1, 150, 000 
Pay ment from construction of facilitic 1, 500, 000 
Total available 3, 675, 000 4, 625, 000 
Investments 
a indard samples : 3 635, 000 550, 000 
libration Center equipment ; $35, 000 400, 000 
Gen ral purpose equipment : 2, 361, 000 2, 273, 000 
I TIE sk Re 3, 431, 000 3, 223, 000 
Change in unliquidated obligations: 
General purpose equipment +-244 O00 — YS, 000 
Gaithersburg equipment. -- 5 ; ; +1, 500, 000 
rune peers Olreetions we 3, 675, 000 4, 625, 000 


Mr. Preston. The General Accounting Office is auditing this capi- 
tal working fund with regularity ¢ 

Mr. Curisretier. Yes, sir. For the first 5 years they were prac 
tically in residence with us and they come back not every year but 
when they come back if they skip a year they audit 2 years at a time, 
so we are being covered ¢ omplete ly. 

One aspect of this business of providing the additional capital here 
is in partial answer to recommendations of the General Accounting 
Oflice that we try to achieve some changes in our equipment system 
so we can treat all of our general purpose equipment in a consistent 
manner. 

Mr. Preston. This confuses me somewhat every year. Let me see 
if I can follow you. 

It seems to me that if you work this captial fund properly you 
would not continually add to it but you would be paying into the capi- 
tal fund and against the projects you perform and you would the- 
oretically have a fixed sum in the working ¢ apital fund at all times. 

Mr. Curisretcer. I think this is right, sir. However, three fac- 
tors enter into this. The original capital of the fund would have to 
be sufficient. to meet. the needs and the thing was not originally « capl- 
talized to that extent. The original capital was primarily aimed at 
meeting the current operating cash needs of the Bureau as has been 
mentioned in the statement to which I referred. 

Secondly, we have a continuing problem that research programs 
are not static. The scientists are continually in need of new and 
more complex equipment. They are learning that the people out in 
industry need information from us with much greater precision, and 
much more complex equipment is required. 
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Then there is the added problem of equipment continuing to in- 
crease in cost. These three factors, then, are really the basis for our 
needing to add to the capital which would enable us, then, to operate 
as you have described to be the ideal situation in the working capital 
fund, of having the capital invested and having it turn over, and as 
the equipment becomes obsolete we can replace it. 


APPROPRIATIONS TO WORKING CAPITAL FUND 


Mr. Preston. You show no amount contributed to the capital fund 
in this pamphlet. How much did we put into the capital fund in 
1960 4 

Mr. CurisreLier. In 1960 we are authorized by the appropriation 
act to put in up to $1,275,000. To date our plans have been a total of 
$1,150,000. 

Mr. Preston. That is out of program money ? 

Mr. Curisrecter. Out of the appropriation provided to us by the 
committee this year. 

Mr. Preston. But not a separate appropriation ? 

Mr. Curisreuier. It was a separate authorization within the lan- 
cuage of the “Research and technical services” appropriation. 

Mr. Preston. To be taken out of the overall sum ? 

Mr. CurisTELtter. That is right, sir. 

Mr. Preston. Here you show— 

Dr. Hunroon. We are asking for the same thing. 

Mr. Preston. It seems you are asking for the cold cash. 

Mr. CrreisTeLLer. It was cold cash last year. It was included in 
the appropriation of $17,250,000 with authorization to transfer a por- 
tion of it to the working capital fund. We are asking for the iden- 
tical language now. 

Although we have estimated $1,150,000 in our estimates, we have 
asked for authorization up to $1,275,000 because of the fact that one 
may reach a stage in some particular program where there is a trade- 
off, and it is much more important to get a piece of equipment than to 
add some staff to that program. 





EFFECT OF ALLOWING 1960 LEVEL OF APPROPRIATIONS 


Mr. Preston. Let me ask you a hypothetical question, perhaps not 
so hypothetical as realistic. 

Suppose we allowed the Bureau in this area the same amount we 
allowed in 1960. Would you then put that same amount into the 
working capital fund ? 

Mr. CurisTeLLer. It would not be possible because we would be in 
the position of having to lay off people. 

Mr. Preston. I do not think people have anything to do with the 
working capital fund. 

Mr. Cretsreiter. No, sir. Within the same amount of money if 
you provided it to us under this authorization we would have to de- 
termine whether we are to go ahead and buy equipment but lay off 
that many more people and therefore essentially cut down on the staff 
who would be there to use the equipment. 
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If the appropriation provided were the $17,250,000 that was pro- 
vided in 1960, we would be well under the amount required to support 
the staff that is being set up on our programs this year. 

(The followmg was subsequently furnished in further explanation 
of the matter under discussion :) 


The appropriation of $17,250,000 for 1960 contained an authorization to transfer 
up to $1,275,000 to the working capital fund for purchase of capital equipment, 
In its programing of the appropriation, which was slightly reduced from the 
original budget submitted by the Bureau, NBS has transferred $1,150,000 to the 
working capital fund. 

The proposed budget for 1961 includes a request for the same authorization for 
transfer and the budget estimates for the transfer are at the same level as 1960, 
$1,150,000. 5 

Although the provision of $17,250,000 in 1961 would appear to include the same 
amount of money for transfer to the working capital fund for equipment, the 

sureau would feel precluded from using the money for that purpose because of 

the need to use the funds to support staff that has been added to the research 
programs in 1960. Of the total budget request of $19,600,000, the Bureau esti- 
mates that $18,450,000 will be required to support the scientific staff that is work- 
ing on Bureau research programs in 1960. 

It is therefore evident that the Bureau would program the first $18,450,000 of 
the appropriation to support the research programs and thus to avoid reducing 
the staff that is assigned to NBS responsibilities. The chairman’s question may 
therefore be further answered by saying that an appropriation at that level would 
result in no further progress on correcting the Bureau’s inadequate capital 
equipment situation. 

It should be noted that the Bureau gives a very high priority to the capital 
equipment program. It is for this reason that the $1,150,000 has been pro- 
grammed for equipment rather than for further expansion of the research pro- 
grams. Although the pressures on the Bureau from current changes in our 
military and industrial technology indicate that high priority should be given to 
expansion of the Bureau’s research programs in areas of its primary responsi- 
bility, the Bureau believes that the additional $1,150,000 for capital equipment is 
of even higher priority and has a greater importance in enabling the Bureau to 
earry out its important responsibilities. 

The explanation of the proposed method for increasing the capital of the work- 
ing capital fund was printed in the record of the hearings for the 1960 appropria- 
tion bill at page 312. A current analysis of the status of the working capital fund 
is included in the Bureau’s budget justification material at page 1049-16ff. The 
explanation of the need for additional equipment is included in the budget 
justification at page 971ff. 


Mr. Preston. Suppose the committee allowed you the same amount 
you had last year plus $1,155,000, the annual cost of the new 1960 
staff? What would you pay into the working capital fund ? 

Mr. Huntoon. We have the problem of what we do with this staff 
as diverted from other agency work. 

Mr. Preston. Put them there. 

Mr. Curisrevier. That is essentially the program we have asked the 
committee to support. The $17,250,000 at the top of that table on 
page 924 includes the $1,150,000 that was provided in 1960. This 
would essentially support the entire program except for research and 
the security equipment. 

Dr. Huntoon. It would allow the buying of the equipment. we re- 
quested and maintaining the staff we now have, but not these two ad- 
ditional programs that I referred to. 

Are you on page 924, sir? 

Mr. Preston. I am. I am looking at it. I am not sure that I 
follow you. 

Mr. Cnersteiier. I should point out that page 924, the starting 
figure of $17,250,000 is the amount that was appropriated in 1960, 
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including the $1,150,000 for equipment. We have, in the other state- 
ments we provided for you, based on our understanding of your de- 
sires, deducted that $1,150,000 as a nonrecurring item. It won't be 
the same pieces of equipment we will be buying and rather than imply 
there is that $1,150,000 that is the continuing base that the committee 
is committed to, we have taken it out and shown it as in your other 
statements, as an additional increase. 

In the one on page 924, it was not shown as an additional increase. 
It was shown as part of the or iginal appropriation. 


DIVERSION OF STAFF FROM FACILITIES PROGRAM 


Mr. Preston. What about diversion of staff from facilities pro- 
gram, plus $84,000 ¢ 

Dr. Hunroon. You gave us money for design studies on the Linac 
and that has been used up, in the linear acc elerator. Design has now 
been done and those people who were engaged in it are now available 
to come back on the regular appropriation. They are engaged in it 
this year and when this appropriation comes up they will ‘be back on 
the staff. 

Mr. Preston. When you took them off of the regular appropriation, 
where was that reflected ? 

Mr. Curisrevier. In the construction of facilities appropriaion, 
sir, the one related to the design of the laboratories at Gaithersburg. 
They are working under that appropriation at the present time in that 
program. 

They will not be recurring in that next year. 

Mr. Preston. You mean you took them off ? 

Dr. Hunroon. They were doing technical program work. 

Mr. Preston. You put them on the Gaithersburg program ? 

Dr. Hunroon. We put them on the designing of this linear acceler- 
ator. It is a very complex machine. It isn’t a shelf item that you 
can buy. It was a matter of extensive technical work going into it, 
about $100,000 we got for it. They have been working on that and 
will work on it this year, At the time they were put on this, then the 
funds which would have paid them were used to further the technical 
programs they h: , been on. 

Mr. Preston. I do not know whether we have let this thing get out 
of hand or not. I don’t know whether the system you are using is 
toour advantage or not. I doubt it. 

Dr. Hunroon. Let me only say this, sir, that we are doing our very 
best here to do what we think you want us to do. 

Mr. Preston. We have two completely different objectives. One 
is the scientific accomplishment in which you are most interested. We 
are too, but we are also interested in the dollars-and-cents aspect of it. 

Dr. Hunroon. So are we. 

Mr. Preston. To some degree, but you cannot afford to get too 
interested in dollars and cents or else you would find yourself in a 
scientist’s fog that wouldn’t be conducive to good work. 

Dr. Hunroon. Some of us have to be interested in the dollars and 
cents while some others are pressuring us for what they need. We 
have to be concerned where we can get the most for what we have. I 
agree we do not want all of our scientists occupied with these dollars- 
and-cents considerations. 
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ReEsEARCH AND TECHNICAL SERVICES 


(SpeciaAL Foreign Currency Program) 


‘ 
Program and financing 


| | 
1959 actual | 1960 estimate! 1961 estimar 
| | 


eS 


Program by activities 


1. Physics and electronics $584, 00 
2. Chemistry and metallurs 167, 
3. Mechanics and engineering 77, 0 
4. Radio propagation 243, 00 
5. General services 106, 00 
Total program costs 1, 177, OW 
6. Relation of costs to obligations: Obligations incurred 
for costs of other years, net 3, 765, 
Total progr im (oblig itions a 4, 942, OW 
Financing: Unobligated balance carried forward. 58, 0 
Appropriation (new obligational authority 5, 000, 00 
Object classification 

1959 actual | 1960 estimate | 1961 estimat 

- | 
02 Travel , ; s res | $90, 00 
07 Other contractual services_- 1, 087, 00 
ee 
Total costs 5s aida ie 3 Saeed pedi Sagi caeies 1, 177, 
Obligations incurred for costs of other years, net 3, 765, 00 


Total obligations. ae x i ae oe 4, 942, 000 


Mr. Preston. While we are on this subject, we shall discuss the 
foreign currency program before we go into general questioning. At 
this point we will insert pages 983 through 985 of the justifications 
in the record. 

(The pages referred to follow :) 


Summary of requirements 





Appropriation, 1960 (base for 1961)__ rE None 
Net difference 1961 over 1960 
Requirements Difference, 
. increase (+-) 
or ce ” 
1960 | 1961 crease (—) 
adjusted estimate 
Physics and electronics | $3, 286, 000 | +-$3, 286, 000 
Chemistry and metallurgy. | 418, 000 +418, 000 
Mechanics and engineering | 203, 000 | +203, 000 
Radio propagation | 890, 000 +890, 000 
General services____- 203, 000 +203, 000 
| 
Gross requirements | 5,000,000 | +5, 000,000 $5, 000, 00 








Total estimate of appropriation, 1961 5, 000, 000 
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EXPLANATION OF LANGUAGE CHANGES 
Addition 

“For purchase of foreign currencies which accrue under title I of the Agricul- 
tural Trade Development and Assistance Act of 1954, as amended (7 U.S.C. 
1704) for the purposes authorized by section 104(k) of that act, to remain 
available until expended, $5 million, of which not less than $4,517,000 shall be 
available to purchase currencies which the Treasury Department shall determine 
to be excess to normal requirements of the United States: Provided, That this 
appropriation shall not be used for the purchase of currencies available in the 
Treasury for the purpose of section 104(f) of that act, unless such currencies 
are excess to the normal requirements of the United States (7 U.S.C. 1704; 15 
U.S.C. 271-278d ; 40 U.S.C. 14a; 5 U.S.C. 596a).” 

The language proposed for the special foreign currency program has been 
worked out by the Bureau of the Budget to reflect the distinction being made 
between “restricted” and “excess” currencies. Thus, the limitation that “not 
less than $4,517,000 shall be available to purchase currencies which the Treasury 
Department shall determine to be excess to normal requirements of the United 
States,’ means that not more than $483,000 may be used to buy currencies ip 
those countries where Public Law 480 currencies total less than normal U.S. 
requirements. 


Summary of estimated obligations by cost component 
Travel an : _ ‘ : Shere S90, OOO 
Other contractual services___- ee ea Sao tS 4 | i ee 


Total obligations 4, 942, 000 


Unobligated balance carried forw: ird_ : $55 ii 58, OOO 
Appropriation__—_-_- aoe 2 ; i ued 5, 000, “000 


National Bureau of Standards responsibilties for basic and applied research, 
improvement of standards, and dissemination of information on properties of 
materials, measurement techniques, and radio propagation are of sufficient 
breadth to permit ready utilization of research capabilities in other countries. 
The proposed foreign currency program will supplement the Bureau’s existing 
program, allow an acceleration of research effort in selected areas, and permit 
economies to the Bureau’s regular appropriations over the long term. 

Dr. Hunroon. I have a few comments about this. Here we are 
asking, as you see, for the use of $5 million of this foreign currency, 
to in effect buy research activities in foreign countries. 

Beginning on page 983 and continuing ‘for some distance in the book 
is a dese ‘ription of this program. One of the main points I want to 
make to you is knowing that this money is available; knowing, as our 
people do, the technic al people in many of these foreign countries 
from the collaborations that we had with them, we know that there 
are people there of talent w ho can do things in support of our pro- 
gram; in many instances we cannot guarantee all of them would be 
avail ible. We have in part of the program here actually detailed the 

stitution where the money would be spent and the actual individual 
“ria would be doing the work. 

Mr. Preston. What page is that on? 

Dr. Huntroon. Page 992 is where it starts, by country, by project, 
by individual. This } program, I want to stress with you, supplements 
our existing program by using capable foreign people to do things 
that we would feel are necessary and valuable to do. It does not 
draw those people out of their countries. It leaves them there with 
their facilities and their institutions. It does encourage more collabo- 
ration between our scientists and them and in effect stret igthens our 
relations with our allies. 
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ORIGIN OF PROGRAM 


Mr. Preston. Dr. Huntoon, where was this idea born? In what 
meeting did somebody propose it? 

Dr. Hunroon. May I toss this to Mr. Christeller? 

Mr. Curisreiier. I think, sir, it originated as a result of the enact- 
ment of section 104(k) of the Agricultural Trade Act, which makes 
the currencies that result from the sale of agricultural commodities 
abroad, makes these currencies available for other uses in the needs 
of the United States, including in this particular section a reference 
to research needs of the United States. As I understand the situa- 
tion, we are selling surplus agricultural commodities to some of these 
countries and they are paying for them in their currencies and in 
order to get value for this we need to undertake programs in their 
countries. 

The funds are there available to the United States. 

Mr. Preston. We understand that, but who came up with the idea 
that you should do this research with foreign currencies / 

Mr. Curisreiier. I can only say that we were informed that the 
funds were available for this service and were asked, Could the Na- 
tional Bureau of Standards make productive use of such funds? 

Mr. Preston. Who informed you? 

Mr. Curisretter. It came to us originally, I think, through the 
Bureau of the Budget, and the National Science Foundation was also 
involved. 

Dr. Hunroon. I think it was the Science Foundation. It was one 
or the other, 2 years ago. 

Mr. CnristeLier. A joint report to us from the Science Foundation 
and the Bureau of the Budget. 

Mr. Preston. In other words, they are trying to sell this idea to 
spe ond these currencies; are they ? 

Mr. Crrisreiuer. I do not really feel in a position, sir, to comment 
on the origin there. My understanding is it will be commented on in 
the President’s budget message. I am at a little bit of a handicap here 
because I haven’t seen the budget message to know precisely what will 
be said on this point. 

Mr. Nrevson. Mr. Chairman, this particular item is contained ina 
presentation to the Senate last year covering all types of programs 
on foreign currency, and there was quite a lot of discussion on this by 
the Deputy Director of the Bureau of the Budget before the Senate. 
T am not sure that it was presented to the House because it came up In 
the latter part of the session. However, there was a report saying that 
this should be returned and placed in the various agency budgets and 
this is one of the items that was included in that overall program. 
That was presented at the time in the Senate by—as I recall—the 
National Science Foundation. 

Mr. Preston. This is another way of rendering some foreign aid. 
That is what it amounts to. Look at pages 995 and 996. 

What do these figures mean in terms of dollars? Is that $10? 

Mr. Cnrristetter. Ten thousands of dollars, sir. 

Mr. Preston. I see; “Program in thousands.’ 

Dr. Hunroon. May I point out for your information, sir, that the 
amounts budgeted for these projects are the amounts required to doa 
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significant job on the project, for there is no assurance that once you 


get sti arted in this there will be money available in another year and 


it would be foolish—the estimated duration is shown in the first 
column of numbers, so—— 

Mr. Curisre.ier. I might add to that, sir, that the purpose of this 
program would be to obtain to the use of the United States the com- 
petence and ability of the scientists in the foreign countries and to put 
them on projects that would be of benefit to the United States. 

The Bureau can make good use of the information that will be 
provided by this. In some cases it will mean that we will receive 
information that will mean in future years we won’t have to under- 
take certain research in our own laboratories. 

Mr. Presron. It will be $483,000 in American dollars involved in 
this; will it not? 

Mr. Curistevter. That is right, sir. It is not directly that, but it 
has that effect. There are certain countries in which the countries 
in entering into the agreement with the United States place certain 
restrictions on the use of the funds. The amount available is in some 
cases less than the normal U.S. needs in those countries for such 
things as support of embassies et cetera. However, the countries 
had originally negotiated with the United States with certain restric- 
tions as to the use to which the currencies could be put. My under- 

standing of the effect of this provision is that there is a limitation 
essentially placed on us that not more than $483,000 of the total may 
be used in those countries where this restricted currency exists and 

the large bulk of the appropriation would be in those countries where 
there are very large excesses of currencies—in excess of the U.S. need. 

Dr. Hunroon. This does not represent an additional grant in 
foreign aid; does it? Theaid has already been given. 

The currency is there. 

Mr. Roonry. This is the second runaround on the foreign aid. 

Mr. Preston. That is right. You can call it a lot of different things 
and you cannot escape the fact that $483,000 of this is an appropriation 
of American dollars. 

What do you mean on these charts showing the countries and the 

institutions and physicists et cetera, about “acerued costs, $5,000 ; 
unliquidated obligation, $40,000 ? 
_ Mr. CurisTe.er. The President's budget schedules show these 
items at a cost level, on an accrued cost ‘basis, and then show the 
wuliquidated obligations. That is, the accrued cost is the amount of 
the actual expenditure incurred during the first year of the work and 
the unliquidated obligation is the balance of the contract that will be 
completed during the succeeding year or years on some of these that 
are 5- and 4-year contracts. 

Mr. Preston. Have these contracts been executed ? 

Mr. Curisretter. No, sir. They cannot be until you have provided 
the funds. 

This is part of the provision in the Agriculture Act that I mentioned 
earlier, that these are available, but they are not to be used by the 
agencies until the Congress has appropri: ated them. 

Dr. Hunroon. May I also point out in connection with this that this 
program was not just generated by ourselves. It is part of a larger 
program, as you heard, and it has been considered and approved “by 
the State Department as far as its foreign application. 
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Mr. Preston. That is a very soul-stirring observation, Doctor. 
That makes it sacred. If the State Department approves it, we are 
bound to it. 

Dr. Huntoon. This is not intended to be my amplication, only 
far as the foreign relations aspect of it is concerned, that they are 
already engaged in looking at that. 

Mr. Horan. Mr. Chairman, are we open for questions? 

Mr. Preston. We are going to start with Mr. Rooney right now. 

Mr. Roonry. As to this particular item, this is sort of a catchall, 
isn’t it ¢ 
DELEGATES TO MEETINGS 


I notice that included in this you have money to send delegates 
to meetings; is that correct ? 

Mr. CurisreLuer. In one case. 

Mr. Rooney. Ina couple of cases. 

Mr. Curisrecter. Under the United Kingdom there is. 

Mr. Roonry. Three cases / 

Mr. Curisrevier. I think there are three meetings there—all during 
next year—in the United Kingdom. Again, we were told the funds 
were available, that we were going to be sending people to these 
meetings and we should use this kind of money. 


COUNTRIES WITH EXCESS CURRENCIES 


Mr. Roonry. You have a list of countries in the proposed _pro- 
gram where there are sufficient currencies to cover the various phases 
of this? 

Mr. CuristetLer. Which countries are the ones where the excess 
currencies exist ? 

Mr. Rooney. Yes. 

Mr. Curisretter. Yes; I am sure that will be in the President’s 
budget message, but the excess currencies are in India, Israel, Pakistan, 
Poland, and Yugoslavia. 

Mr. Roonry. Do you have Poland in the list ? 

Mr. CurisTeLLer. We have a program in here for $743,000 for 
Poland. 

Mr. Roonry. You do not have any in Great Britain, do you? 

Mr. Curisrecter. Except for the three small projects concerned 
with some travel to some meetings that are taking place in Great 
Britain, we have none. 

Mr. Rooney. Is money for those three meetings going to be in 
dollars, part of the $483,000, or part of the balance which you say we 
have in foreign currencies ? 

Mr. Curistetter. That is a restricted currency nation and therefore 
it has the ultimate effect of being in dollars. However, the currencies, 
as I understand them, are not available for other things that the 
United States may need them for. 

Mr. Rooney. Let me put it, if I may, or if I am able to, more simply 
than I have. With regard to the three meetings in Great Britain 
and the United Kingdom, are you going to use American dollars or 
currencies ? 

Mr. CurrisTeLLer. We will be using British currencies to pay for 
the travel. 
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Mr. Roonry. Purchased with American dollars? 

Mr. Curistetter. They are already on credit to the American 
Treasury. 

Mr. Rooney. You did not list the United Kingdom in that list you 
read us a moment ago. 

Mr. Curistetter. All of these countries, whether they are restricted 
or excess currency countries, all of the currencies now belong to the 
United States, credited to the Treasury of the United States, but are 
held within the countries. 

The countries that I just read to you are places where the amount 
of the currency exceeds the normal U.S. needs in those countries. 

The balance of the countries, the amount of currency 

Mr. Rooney. Since this all relates to the agreements that were made 
in the countries where the agreements do not provide for the use of 
the funds in such fashion as is now proposed, are you going to use 
American dollars in order to purchase the currencies of that country ? 

Mr. CurisTeLter. No, sir. In all of these cases the currencies al- 
ready exist to the credit of the United States. 

Mr. Roonry. Why should we not change the language in the com- 
mittee print to require you to expend the entire $5 million in foreign 
currencies / 

Mr. Curistreiier. The entire $5 million is to be expended in foreign 
currencies. The Treasury Department requires, under the interpreta- 
tion which I haven’t made, but which I have been told about—the 
Treasury Department, under the act enacted by the Congress, will need 
an appropriation act making funds available or making authorization 
available to the National Bureau of Standards to purchase these cur- 
rencies within the Treasury. As I understand that part of it, it is a 
bookkeeping matter within the Treasury Department. 

Mr. Rooney. I guess you are right. 





ADMINISTRATIVE COSTS 


Tell us about the money requested to administer this program. 

Mr. CurisTecter. We have estimated the administrative costs. We 
have estimated that additional costs or additional staff other than those 
we have now would have an ultimate cost on our appropriation of 
$16,000. ‘This is detailed on pages 987 and 988. 

We have estimated also that while we may travel to the other coun- 
tries, if our people have to go there to set up a project, they may travel 
outside the United States using the foreign currency. We have got to 
get them to New York or San Francisco to get started. 

We have estimated again a cost of approximately $16,000 for that 
purpose. 

Mr. Roonry. From which appropriation will you withdraw the 
$16,000 ? 

Mr. Curisretier. Actually, I have indicated these are costs which 
will be borne by the “Research and technical services” appropri: ation. 
This is about half of the cost, since all of this is an overhead item and 
the other half is borne by all of the other programs that are at the 
Bureau and financed by some other agencies. 

I have indicated to you here the amounts that are charged ulti- 
mately by the appropriation that you provide directly to the Bureau, 
each of the two $16,000 items. 
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GENERAL SERVICES 





Mr. Roonry. What is this item, $203,000 title “General services,” 
under “Research and technical services” ? 

Mr. Curistrecter. We have five activities under the appropriation, 
The fifth activity, for want of a better way to describe it, 1s called 
general services activities. 

Mr. Rooney. On what page of the justifications do we find that? 

Mr. Curistetier. The same table is on page 983. The detail on that 
is in this detailed table we have referred to before, the division indica- 
tions here that we have indicated, the Applied Mathematics Division is 
the one in this program, so that I would have to refer you to different 
parts of that table since this is set up by countries, starting on page 
992, but the $203,000- 

Mr. Rooney. Is there anywhere in these justifications, a break- 
down of the figure $203,000 ? 

Mr. Curisretter. Not directly. I could provide that for you very 
easily, sir, for the record, if you would like. I can refer you to them 
here in this detail that is provided beginning at 992. 

Mr. Rooney. We have to go through all the countries in order to 
do it? 

Mr. Curisrectiter. I’m afraid I would, sir. 

Mr. Rooney. Suppose you insert it at this point in the record. 

(The information to be supplied is as follows :) 





The general services activity consists of the programs of the Applied Mathe- 
matics Division, the Office of Basic Instrumentation, the Office of Weights and 
Measures, and the reactor study group. Only the first two, however, have pro- 
posed projects in the special foreign currency program. The projects are 
summarized as follows: 


Applied Mathematics Division: 


Burma: Theory of nonparametric estimation_____________________ $15, 000 
India: 
Research in mechanical translation of Russian___.__________ 6, 000 
Application of statistics to physical sciences____...._..______ 20, 000 
PERE Oy Ata I UOT 20, 000 
Israel : 
Linguistics research connected with mechanical translations__ 7, 
Research in nonnumerical applications of digital computers__. 10, 000 
Research in computer programing techniques__..___________ 10, 000 
Determination of eigenvalues of matrices___..-_____________ 15, 000 
Theory of nonparametric estimation.._..—.....~....2.-...... 15, 
SPUSNAA TIN VAGUS OMRRIRIN TACT SOTO a a 10, 000 
Spain: Mathematical statistics and industrial application___.____ 15, 000 
Uruguay: Application of statistics to physical sciences___.______ 15, 000 
Yugoslavia: Research in mechanical translation.___.___._________ 15, 000 
SI TS Sa a Ni I rr 20, 000 
Office of Basic Instrumentation: Israel: Instrumentation indexing____ 10, 000 
I caer bd ek es A ea ee ee 208, 000 


Mr. Rooney. Are we to understand that the administration of this 
program is to cost but $16,000 ? 

Mr. Curistetter. We have indicated also that the $16,000, which 
is the RTS portion of this, for additional staff, is needed. In addi- 
tion, the scientists now on our staff—— 

Mr. Rooney. Just a minute. Out of what appropriation would 
you take the $16,000? 
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Mr. CurisTeELiter. The 16 would come from the “Research and tech- 
nical services” appropriation. 

Mr. Roonry. Out of the $5 million ? 

Mr. CurisTetter. No, the $19,600,000. The estimated cost there is 

$32,000, 16 of which is chargeable to this appropriation and 16 of 
which is chargeable to the other programs that are carried on at the 
Bureau under other agency financing. ‘The estimated travel cost is 
around $32,000, again half of it we estimate to be borne by this appro- 
priation. F inally, we have people now on our staff who would be 
superv ising these programs and again, in the “Research and technical 
services” appropriation we estimate a cost of people now on board of 
about $85,000 for administering these programs. 

I should add that these foreign scientists are known to our people. 
This is not something where they are going to be going in and looking 
for people to do these things. In many cases they have had previous 
contact with them in their international meetings. 


POLISH SCIENTISTS 


Mr. Rooney. Are the Polish scientists Communists ? 

Dr. Hunroon. I do not believe we have any basis for answering 
that. We do not have any detailed information on them in that 
sense. 

Mr. Rooney. You do not have any information at all on that, do 
you! 

Dr. Huntoon. Not as to their political affiliations, no. These are 
scientists whom our scientists know. 

Mr. Rooney. Let’s strike out the words “political affiliations”—as 
to their feelings with regard to the United States of America. 

Dr. Hunrtoon. I think I can only answer you that we don’t know. 

Mr. Rooney. Has this been considered ? 

Dr. Hunroon. I presume it has been considered by the people 
setting up the whole program in the Department, et cetera. 

Mr. Roonry. Who set it up? 

Dr. Huntroon. The State Department is involved in this. 

Mr. Roonry. They picked these scientists 4 

Dr. Huntroon. No. 

Mr. Rooney. Who picked the Polish scientists ? 

Dr. Hunroon. We did, based on our people’s knowledge of their 
technical competence and hope they are available. We cannot guar- 
antee they are available. 

We think they are. I won't be surprised but if in individual cases 
if I were to go back and ask our individual scientist if he knows some- 
thing about the feelings of one of these men he might be able to say he 
has some ideas about it. We have not made a survey of it. 

Mr. Roonry. Do you think the Polish Communist government 
would permit release to us of any information that would be of start- 
ling value to us? 

Dr. Hunroon. This is a question I don’t feel competent to answer, 
sir. 

Mr. Rooney. Has that been considered ? 

Mr. Curisteter. I might add one thing, sir. I know that we 
have sold the agr icultural products to them with arrangements to 
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be able to use the currency within Poland for certain purposes, and 
this is included. One presumes that this type of an international 
agreement is going to be carried out by the country negotiating with 
the United States. Secondly, it is my understanding that we have 
already in another part of this program handled by the Science Foun- 
dation negotiated with the Polish Government for certain translation 
services which they are now providing or will be very shortly, sup- 
ported : again by the same type of foreign currencies. 

It is my impression that they will be making translations for us 
which would be of particular value to us because of the part of Europe 
that they are in. 

Dr. Hunroon. I have a note here from one of my colleagues who 
says, “I know one of the Polish scientists and I am confident he is 
not a Communist sympathizer.” 


TRAVEL 


Mr. Preston. Why so much travel ‘iat in these countries? I 
notice t here i is $20,000 in Israel for 1 yea 

Mr. Crrisretiter. The $20,000 in feel is covering all of the pro- 
grams in Israel. With the large number of programs we cannot send 
one man to set up all of these programs. The people will have to 
be competent ina particular field. 

Mr. Roonry. How could you spend that much in Israel? Are you 
acquainted with the area ? 

Mr. Curisretier. You mean the research program in Israel ? 

Mr. Rooney. Iam talking about travel in Israel. 

Mr. Curisretier. This is air travel from here to Israel. 

Dr. Hunroon. You can use their funds getting from New York 
there, but not from hereto New York. 

Mr. Cnrristetter. This is to get from New York to Israel and it is 
the cost of that, rather than to burden the dollar appropriations that 
have been included here. 

Mr. Preston. Is it going to take $20,000? 

Mr. Crristetter. This is based on our estimate of the number of 
people involved and going in here. We have about 25 projects set 
up for Israel. 

Mr. Rooney. They are only in five or six institutions. 

Mr. CrristeLtter. About, yes, but they cover a number of different 
fields of science. 

Mr. Roonry. They are all within 2 hours of one another. 

Mr. Crreisretiter. We will have to send more than one or two 
people. This is part of the problem. Second, some of these programs 
cover 2 or 3 years. 

Mr. Preston. It looks like the Bureau of Standards, which we 
thought was a national institution, is now becoming an international 
institution like some of our other agencies. 

Mr. Shelley, do you have a question ? 

Mr. Suetiry. Yes. I have a question that is prompted by the dis- 
cussion of this amount of overseas work and this purchase of foreign 
funds. 

T assume your man starting from here or from whatever the port of 
departure in the United States would be, would from there on be 
financed with the foreign funds? 
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Mr. CuristeLier. That is our understanding. 
TRAVEL OF GOVERNMENT PERSONNEL ON FOREIGN LINES 


Mr. Suetiey. On what airlines or what planes or what ships would 
he be traveling from this country to the foreign country ? 

Dr. Hunroon. The one their funds are good on. 

Mr. Curisrecver. That is right. I think they are good on any 
airline that has a terminus in their country. 

Mr. Sueiiey. Isn't the fact that he is traveling on foreign funds 
from a port of departure in this country with foreign funds of the 
country to which he is going sort of conducive toward traveling on 
foreign ships and foreign airlines when we are trying to build up and 
maintain American shipping and American airlines in this same field ? 

Mr. Curisrevier. It may be in certain cases, yes. 

Mr. Suetiey. I want to say this for the record right now, there is 
too much Government personnel traveling on foreign lines when they 
ought to be traveling on American. lines. 

L w: ant an answer as to how you are going to handle this. 

Mr. Curisreiter. I think I should say, sir, where travel is required 
and is financed by our dollar appropriations, obviously the tickets are 
purchased on American lines. I think this is a requirement. with 
respect to sea travel. I am not sure it is in the law with respect to air 
travel but, nevertheless, it is a general practice. 

With respect to the foreign currencies, our attempt here would be 
to minimize the burden on the dollar appropriations. Now, it may be 
that a different policy should be prescribed for us. We have proposed 
here a method that. we feel would hold the burden on the dollar appro- 
priation to the minimum and still provide us with this added technical 
information. 

Mr. Roonry. So we could have more dollars in the U.S. Treasury to 
develop our merchant marine? 

Mr. Curistecter. That is at the discretion of the Congress. 

Mr. Suetiey. And they have more of their material bought with 
our high dollars to develop theirs. 


Thank you. 
Mr. Preston. Mr. Bow ? 


RADIO PROPAGATION 


Mr. Bow. I would like to take an example. Let’s take radio prop- 
agation, $330,000, by the doctor from Boulder, Colo. Do you do 
this job out in Boulder that these people in India are going to do? 

Dr. Brown. No. A lot of our radio propagation work depends on 
getting information essentially on a worldwide basis. 

There is quite a gap in our knowledge in that particular part of 
the world. 

Mr. Bow. What are they going to do over there in India for you? 

Dr. Brown. I will have to look at it. In just a moment perhaps I 
can find it. 

PROJECTS IN INDIA 


Mr. Crrisretter. Page 994 lists several projects in India. 
_ Mr. Bow. The second one, “Investigation of F-layer scatter in the 
lonosphere at very high frequency.” 
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Dr. Brown. We have quite an extensive program going on in that 
now. 

Mr. Bow. You could do that in Boulder, couldn’t you? 

Dr. Brown. No. It has to be done to cover the entire world because 
we have quite large anomalies, depending on your location. 

Mr. Bow. And the other, “Field strength recording for estimating 
high frequency sky-wave field strength. * 

Dr. Brown. Again, that is a geogr raphical thing. 

Mr. Bow. Are most of these geographical ? 

Dr. Brown. They are all geographical. 

Mr. Bow. I would say in areas where we have that and we have a 
great surplus of these foreign funds that we cannot use otherwise—of 
course, India is one where we probably will never use what we have 
over there, I would say it might be all right. 

I have some question in my mind about the Communist countries, 
whether we are smart in doing that. 


DOLLAR APPROPRIATION 


Looking at these pages, 989 and 990, and 991, you will notice at the 
extreme right-hand corner, you come down with $32,000. Is that 
the dollar appropriation ? 

Mr. CurisTeLter. That is the estimated cost to our dollar appro- 
priation, yes, sir. 

Mr. Bow. That shows each one of the countries. 

Mr. CuristTetter. That is right, sir. 

Mr. Bow. This is travel and what else? 

Mr. Cureistre.tier. Primarily the contracting officer that we will have 
to administer the contracts and a senior scientist who will help Dr. 
Huntoon in managing this program. 

Mr. Bow. Will these projects be completed within 1 year? 

Mr. Curistetxter. No, sir. 

Dr. Hunroon. In column 1 you will see the estimated duration. 

Mr. CurisTeLLerR. In the second list the duration of the projects 
is listed. 

Mr. Bow. This is the whole bill for them. In other words, you 
will not be in for more appropriation for these projects or for more 
dollars? 

Mr. Curistretter. That is right. 


VALUE OF PROGRAM TO BUREAU OF STANDARDS 


Mr. Suettry. May I ask this question, gentlemen ? 

In this entire overseas operation in all these countries, do you esti- 
mate that we will get a reasonable share of return benefit and informa- 
tion of know-how or techniques from these other countries compared 
to what they will get from us, or are we going to wind up with another 
sort offshoot ICA program where we are giving more than we are 
getting back? 

Dr. Huntoon. This is not, sir, a program where we are sending sci- 
entists over there to train them to do the scientific work. This is 
sending people to recognized institutions where there are already 
recognized contributing scientists. 
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One good example is, if we can finance the one in Spain, a program 
in Spain where we want information on atomic energy levels. We 
are getting some of it at the Bureau. There is a large amount that 
has to be obtained to get a systematic coverage of the ‘atomic spectra. 
Dr. Laura Iglesias is a recognized scientist who can do recognized 
work in this field. This is page 1003, 

This is a program that supplies data that we need to round out 
the kind of data we are taking ourselves. We are not helping them. 
This is a place where we can, by using what we thought were available 
funds, get some valuable additional data that we need. 

Mr. Suritiey. That we don’t have at the present time? 

Dr. Hunroon. That is right. 

Mr. Sueiey. Is it data that we could develop or get on our own? 

Dr. Hunroon. This is data we could develop ourselves. 

Mr. Surtiry. Is it cheaper to get it this way? 

Dr. Hunroon. I think so. 

Mr. Suetiry. Thank you. 

Mr. Bow. Let me see if I get this right. This is work that you 
people in the Bureau of Standards feel should be done; is that correct ? 

Dr. Huntoon. Yes, sir. 

Mr. Bow. Is all this work that you yourselves would eventually do 
if it were not done by foreign scientists ? 

Dr. Hunroon. Not entirely. Certain of it can be done here. 

Mr. Bow. Would you « — to have it done later on with dollars? 

Dr. Hunroon. Yes—if we had the dollars to do it. 

Mr. Bow. What we are doing here is paying out of our surplus of 
foreign currencies to have work done abroad by competent scientists 
which if not done by them would eventually be done by our own people 
out of dollar appropriations ? 

Dr. Hunroon. Essentially, ves. I cannot say that everything would 
be, but your general thesis is correct. If we had unlimited appropria- 
tions, sure, we would. 

Mr. Bow. That is all. 

Mr. Presron. Mr. Horan ? 

Mr. Horan. I suppose that this is one way to get our appropriated 
dollars back, is it not? Otherwise, we might expect to get it back in 
goods or stockpile. This tends to make sense to me. 

[ certainly think so. 

INDIA PROGRAM 


[t has been established that in India, where almost half of this 
amount is spent, is because of geographical phenomean over there. 
Isthat it ? 

Dr. Brown. Well, there are actually other reasons. There is avail- 
ability of money there. Ther re are quite a number of scientists. 

Mr. Horan. We won't get that money back from India in any other 
way or we will have difficulty. They may have hemp and limited 
trading ability. 

Dr. Brown. There is this radio propagation research and there are 
& great many competent scientists. As far as whether India is a better 
geographic: al location than, say, some nearby place, it probably is not. 
The point is in radio propagation research you do have to cover the 
entire world from the North to the South Pole in both hemispheres, 
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and that happens to be a particular area of the earth which is not well 
covered at the moment. 
Mr. Horan. And you are aware of competent scientists over there? 
Dr. Brown. Yes. 

ISRAEL PROGRAM 


Mr. Horan. I notice that almost a third of this is allocated to Is- 
rael where, again, it is difficult for us to get our money back. Is this 
because of the high quality of scientists and brains concentrated in 
Israel? Isthat the reason for so many projects there ‘ 

Dr. Hunroon. I think this is a valid basis, a valid assumption. The 
way this program was developed, sir, was to indicate to our scientists 
that here is a target of opportunity. If we did have funds available, 
what work—I mean take each of our organizational units—what work 
along the lines in your group that vou see that is needed to be done 
could be done in one of these countries if funds were available; who 
would do it and how much ¢ 

These came in and then we went over the collected lists and se- 
lected the more important ones as we saw it. The fact that one sees 

pile-up here in Israel indicates that our scientists through their 
understandings and connections feel that there is a preponderance of 
talent able to solve that kind of problem that we wish the answers 
to today. 


ASSURANCE INFORMATION WILL BE MADE AVAILABLE 


Mr. Horan. Do we have any assurance that we will receive that? 
I think you have answered that before. 

What communications will your Bureau maintain with this scien- 
tific work abroad, as it proceeds ? 

Dr. Hunroon. There are two questions here. I cannot say that 
we have contractual assurance that we will get this information at 
this stage. 

We could not move beyond planning without knowing we could 
make commitments. We do in every case here expect that one of 
our scientists, capable of technically supervising this work, will be 
sent over there to collaborate with their scientists in the planning 
of it, the laying out of it and then be in correspondence with him 
and as necessary go back to be sure that he is doing what we want and 
we are getting the information. 

Mr. Horan. One of the things that troubles me along with the 
rest of the subcommittee is the fact that nearly one- fourth of all this 
is contracted in oe which is not exactly part of the free Western 
World. It should be, I guess, but it is not. 

What assurances do we have there that this program will be made 
available and be valuable to the United States? 

Dr. Hunroon. I think you are asking me, sir, a question that I am 
not really qualified to answer in completeness. What I can say is that 
we are told that these are in conformance with U.S. foreign policy ; 
that they have been looked at by the State Department, who certifies 
or tells us that these are in conformance with national policies. 

That is about as far as I can answer your questions. 
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Mr. Horan. | think it is a question this subcommittee will want to 
clarify before we actually write up the bill. That is my opinion, 
anvhow. 

Dr. Hunroon. Do you have anything you can say in addition to 
this ¢ 

Mr. Moore. No; I think you have answered it as best it can be an- 
swered at this time. 

Dr. Huntroon. I think it is possible for us to get in touch with the 
science adviser to the State Department and pose these questions and 
get some additional answers. 


TRAVEL 


Mr. Horan. As a matter of travel, we have no assurance we can fur- 
ther assist our own efforts to have international shipping and airlines 
services. 

That has not been answered either. You have no assurance on that? 

Dr. Huntroon. No. 

Mr. Horan. We are using good American dollars to try to build 
up those services and keep our flag on the high seas and develop our 
airlines. It is something we have to keep in mind, but you have no 
further assurance on that ? 

Mr. Moore. We will try to find out for you, Mr. Horan. 

Mr. Horan. I think it is something we might discuss later on, at 
least when we have the Maritime before us. 

Dr. Huntoon. I think we ought to point out to you, sir, that there 
is something presumably in the President’s message on this, but we 
do not have access to it. 


Mr. Preston. Mr. Michel? 
PRIORITY OF PROGRAM 


Mr. Micnen. Doctor, the thought that came to my mind when I first 
saw this item was—which came first, the chicken or the egg? 

Did the Department as such feel that these areas were very impor- 
tant and that this is what you really were going to do for this year 
and that if we had no foreign aid program up to this point, you would 
be here asking for these very same things in appropriated dollars, or 
was it that knowing that it was available, “Let’s branch off over into 
this area and see if we can’t do something else.” 

Dr. Hunroon. You are talking about the foreign program, now / 

Mr. Micue.. Yes. 

Dr. Hunroon. I think I indicated how this came about: That we 
know what our own U.S. program is; we know that there is a possi- 
bility of getting this money. We then turn to our scientists who are 
immersed in the problems they are immersed in today and ask them, 

“Knowing the institutions as you do from previous contacts and know- 
ing the scientists, Is there work there that in your estimation ought to 
be done in support of our activities? If so, what, with whom, and 
how much?” 

Mr. Micuer. I gather from that it is of secondary importance. 

Dr. Hunvroon. It supplements our own program. 








Mr. Micuet. It only supplements the work that normally needs to 
be done ? 

Dr. Hunroon. I would say it would be our determination if we 
had the $5 million, we would, within what is practicable, be doing 
this ourselves, 

Mr. Moore. Would you be doing other things first, though ? 

Dr. Hunroon. Yes. 

Mr. Micuet. In other words, this is not A-1 priority that you are 
working on here? 

Dr. Huntoon. That is right. 

Mr. Micuen. I am inclined to believe, as several of my colleagues 
have expressed, that we can go on for many, many years and never 
recoup from those local currencies, and having returned from several 
countries, I am quite mindful of the fact that you cannot use them 
for much of anything in those countries but provide housing for some 
of our people there and a few things. 


INDONESIA PROGRAM 


I am interested in one country, having come back from there, Indo- 
nesia and the amount that would be spent simply on rubber. Know- 
ing of the low literacy rate in a country like Indonesia, aren’t we much 
further ahead with all the use of rubber we have had in this country? 
Aren’t we far ahead of what even the best people and scientists would 
be, and the problems they would be working on in a country like 
Indonesia ? 

Dr. Huntoon. You will note this is a reference to natural rubber? 
It is not a matter of forefront technology. We do know that this 
particular individual has competence. We are not saying he is more 
competent than our own, but he has some competence and there is 
certain information there we want. I would like Dr. McPherson to 
carry on from that. 

Mr. McPurrson. I can only amplify that, sir. This Indonesian 
Institute for Rubber is a well-known scientific institution that has 
studied natural rubber intensively in order to develop adequate 
standards for it, in order to promote the sale of natural rubber. The 
National Bureau of Standards is concerned with setting up, and 
we do now issue standard samples for natural rubber. There are 
problems in setting up those standard samples that have to be an- 
swered in the field because one needs to get freshly tapped latex 
bought in large quantities, and measure the properties adequately 
before the large sample of 10,000, 20,000, 50,000 pounds is prepared 
that will be in such a way that every part of that sample will be 
identical with every other part. 


AVAILABILITY OF INFORMATION 


Mr. Micuet. We have to assume, do we not, that as to the scientists 
in these foreign countries, and the information which they get from 
their experiments, or whatever wor k they are going to be engaged 
in, the information, as such, will be given, or divulged freely to their 
own Government as well as to our Government and that we are not 
getting anything secret at. all? 
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Dr. Huntroon. This is not classified information. 


DETERMINATION OF PROGRAM 


Mr. Micurt. Can we be assured in the Communist countries— 
Poland, Yugoslavia—that in effect we are not financing a study which 
they just aren’t prepared to finance themselves? In other words, we 
are putting up moneys for something which they did not want to ap- 
propriate for themselves, and how do our State Department people 
feel about this? Isn’t this additional aid in a sense? 

Dr. Huntoon. I do not know how to answer for the State Depart- 
ment, sir. We are not setting up a program there that that scientist 
said he wanted to set up. We are setting up one we want. 

Mr. Micnet. You are definitely ec: alling ' the shots on what you want? 

Dr. Huntoon. Yes, sir. We cannot ‘ouarantee you by any water- 
tight means that I know that the information that they generate will 
in all its completeness be given tous. We can have reasonable assur- 
ance by the amount of effort and seeing the product that we are 
getting information worth the candle. 

I do not know how we can assure that all of it is going to come. 
It is not classified information. We are not divulging some classified 
information to them in order to get more. This is all in unclassified 
areas of work, doing things that we are calling the shots on, and we 
intend to have capable technical people going ‘there to get the infor- 
mation, so, to the extent that they are capable people, they will know 
what they are getting, and it will be valid information. 





DURATION OF PROGRAM 


Mr. Micuen. There is only a projection here for how many years? 

Dr. Hunoon. It is a one-shot program. Some of these things run 
several years, but we buy them at once. 

Mr. Micuet. I imagine if we have some things available and you 
can show you really got some good out of it, you would ask for an 
extension. 

Dr. Hunroon. It could be. 

Mr. Micnet. I want to keep an open mind on the subject. I am 
not completely dead set against it or for it, but I am sure there are 
some questions raised and “the committee may want to kick the gong 
around a bit and maybe ask some more inquiring questions of other 
people. I think it comes before the subcommittee pretty cold turkey 
and something of this nature needs a little warming up before it will 
get. real favorable consideration. 

That is all, Mr. Chairman. 


POLISH JAMMING OF VOICE OF AMERICA 


Mr. Rooney. I have one further question or two, Mr. Chairman. 

Mr. Preston. Mr. Rooney. 

Mr. Roonry. Has the Communist Polish Government lately been 
jamming the Voice of America? 

Dr. Huntroon. I don’t know. 

Mr. Rooney. Does anyhe dy here know ? 
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Dr. Brown. I don’t believe we have information on Poland jam- 
ming the Voice of America, although some of our people there visited 
Poland for an international conference about 3 years ago and they 
did get the indication there were some very powerful stations there 
that might have been used for this purpose. I will just say that. 

Mr. Rooney. We know they were jamming some time back. I am 
inquiring as to whether or not today they are jamming and I wonder 
if that has been taken into consideration in connection with turning 
over $110,000 to Dr. Gadzinski and Katedra, who are experts in radio 
propagation engineering. 


RELATIONSHIPS WITH IRON CURTAIN COUNTRIES 


Dr. Brown. I can give you a little bit of information about what 
our relationships have been with some of these Iron Curtain countries 
in the field of radio prop: gation because there has been considerable 
change in the last 2 or 3 years, if you care to hear what we have to say 
on the subject. 

Mr. Roonry. What do you have to say ? 

Dr. Brown. Up until about the start of the International Geophysi- 
cal Year, we got virtually nothing out of these Iron Curtain countries 
in the way of information. 

Mr. Roonry. Including Poland? 

Dr. Brown. Including Poland. 

Now, Poland is not re: ally outstanding in this field, except in a very 
few instances, but I should say that up until a few years ago, until 
the start of the IGY. we got very little information out of the Iron 
Curtain countries. With the start of the IGY, it loosened up con- 
siderably and there was also considerable more travel back and forth. 
Some of our people actually have visited installations in Russia and 
other Iron Curtain countries. 

We did get considerably more information during the IGY. 

Now, to the best of my knowledge, we do get pretty good informa- 
tion out of the Iron Curtain countries, except in those areas which 
would be closely associated with military applications, tropospheric 
propagation. For the long-distance stuff, we get pretty good informa- 
tion out of them. For the short-distance stuff, we get much less in- 
formation, I think the reason being it is more associated with military 
communications, internal communications. 

Mr. Roonry. It sounds as though you are changing the subject, 
Doctor. though T am not sure at this point. 

Dr. Brown. Maybe I am, but all I am saying is that that has opened 
up and we are likely to get a fair percentage ‘of the information that 
is made available. 

Mr. Rooney. If we knew these two distinguished gentlemen in 
Poland were busily occupied over a number of years in jamming our 
Voice of America broadcasts, perhaps they would be quite valuable 
to us in connection with your studies. 

Dr. Brown. I am sure these individuals have not been engaged in 
jamming. These are pretty basic scientists, these two particular in- 
dividuals. TI am sure there has been jamming in the past. 

Mr. Roonry. I have been informed that there was until about 
5 years ago. 
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Mr. Bow. Will you yield ? 
Mr. Rooney. Yes. 


VISITORS FROM IRON CURTAIN COUNTRIES AT BOULDER LABORATORIES 


Mr. Bow. You talked about some of our people visiting behind the 
Iron Curtain. How many visitors from behind the [ron Curtain have 
you had at Boulder, Colo. ¢ 
’ Dr. Brown. We have had—only in connection with the inter- 
national meeting—we had about 15 visitors. 

Mr. Bow. From behind the Iron Curtain. What countries did they 
come from ¢ 

Dr. Brown. Russia, Poland, Yugoslavia, Czechoslovakia, and I be- 
lieve that is about it. 

Mr. Bow. They came to visit Boulder and saw your facilities 

Dr. Brown. They came on an international radio conference; that 
is correct. I must say that certainly I suspect that one would want 
to be suspicious of whether the Poles might not be jamming some of 
our stuff, but I think that is somewhat independent of a particular 
small project of this nature, which would have nothing to do with 
jamming, anyway. 

Mr. Rooney. Would you agree with me that the inquiry is pertinent, 
Doctor? 

Dr. Brown. Yes: I would agree. 

Mr. Roonry. Thank you. 

Mr. Orcustr. Were you impressed with the knowledge of the 
visitors from the foreign countries in your particular field ? 

Dr. Brown. I would say their knowledge was somewhat erratic 
in a sense that in certain areas they were quite good and in certain 
areas they were not nearly so good. Some areas in which they were 
good were some of these modern things like the development of 
Maser technology. They seemed to be quite good in that. 

Mr. Surtiry. That leads me to a question: In your opinion, did 
vou find them good in some fields or areas in which we may be lagging 
behind ? 

Dr. Brown. Did we find them good in some area in which we were 
lagging behind ? 

Mr. Sueiiry. Yes. 

Dr. Brown. I would not say we were lagging behind in that par- 
ticular area; no. I am talking now purely about the radio field. 


THURSDAY. JANUARY 14, 1960. 


Mr. Preston. The committee will come to order. 
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Object classification 





1959 actual | 1960 estimate 


1961 estimate 














| 


NATIONAL BUREAU OF STANDARDS 


on Other comtractunl MATING. 5 soic cicccciccnkesercasecencsds $43, 796 | $80, 204 $1, 750, 000 


ALLOCATION TO GENERAL SERVICES ADMINISTRATION 




















OR: Wravel csc dees wccveds aiadnwacncsansiemiacedhdumaesaanaes 115 2, 000 2, 500 
O83: Printine OG POCORN on sone cccisecccttcdswkesescuus 174 120, 000 70, 000 
OT: Deer COOMEIROIR BIT WIOUE . .cnccncccnccnsccenronsannstmnnn 36, 646 1, 268, 000 1, 528, 994 
56 Sie i es it ee cern cnn ccansecnecsuevedtudesus 10, 700 273, 475 5, 205, 000 
Total, General Services Administration...............-- 47, 635 1, 663, 475 6, 806, 494 
Total costs.....-- alae ate hee byte Let ine 91,431 | 1,743,679 | 8, 556, 494 
Costs financed from obligations of other years, net (—)..-....-|--.-------- "| —730, 175 SES RE 
Obligations incurred for costs of other years, net.-......--.-.-- RG OO? finmacksacaean 13, 898, 219 
IR da a ce 2, 140, 278 1, 013, 504 | 22, 454, 713 





Mr. Preston. The first item we shall take up this morning is con- 
struction of facilities. At this point in the record we shall insert 
pages 1040 through 1048 of the justifications. 

(The pages follow :) 

Summary of requirements 
RC, Gene CN OE AO onc a cadcaake sd cacundcuhedsdedabasduheeeisweodin baauumueieidadcmenie None 


Net ditference, 1961 over 1960: 





Requirements 

_| Difference, 
increase 
1960 | 1961 


| 
| $570,000 | $570,000 
CMRI ne cepted tienen owned, | 15,215,000 | 15, 215, 000 
Equipment: 


Design and engineering........... 








EEO PORES PRUNE ig icici cin ndecedicnawenkedebnwamnntienios 5, 035, 000 5, 035, 000 

Payment to working capital fund_.-.........--- Lodtbewmenaaen 2, 230, 000 2, 230, 000 

Moving and occupancy..............-.-- s cieadstke ides Mains eink 450, 000 450, 000 
CORON DOC Sin cs sti ceciccnacnncscunssndulbiinademen 23, 500,000 | 23, 500,000 $23, 500, 000 
Total estimate of appropriation, 1961.......-......--..-. shen telecine gular angie dumaneartalaubddotaiaes 23, 500, 000 


EXPLANATION OF LANGUAGE CHANGES 
Addition 


“For an additional amount for ‘Construction of facilities’, including the costs 
of construction, equipment, and expenses of occupying the facilities, $23,500,000, 
to remain available until expended: Provided, That not to exceed $2,500,000 
shall be available for payment to the ‘Working capital fund,’ National Bureau 
of Standards, for additional capital for purchase of equipment (15 U.S.C. 271- 
278e).” 

This language provides financing for the National Bureau of Standards to 
undertake the first increment of the plan for the relocation of National Bureau 
of Standards facilities at Gaithersburg, Md. 

Although the language states that “not to exceed $2,500,000 shall be available 
for payment to the ‘Working capital fund.’ National Bureau of Standards, for 
additional capital for purchase of equipment”, $2,230,000 is included for this 
purpose in the budget estimates. The 10-percent margin will provide some flex- 
ibility on programing the funds to permit changes in the scheduling of equipment 
purchases if subsequent experience shows the need for a shift in the use of funds 
for equipment and occupancy. 
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Summary of estimated obligations by activity 





Actual, 1959, Estimate, 1960, 
idjusted adjusted 


Estimate, 1961 


Average Average Average 
number of Obligations)num ber of Obligations! number of Obligations 


positions positions positions 
Design and engineering 2.4 | $2,129, 578 2.6 $750, 029 23 $704, 713 
Site acquisition 10, 700 a 263, 475 ee ; 
Construction : . - 15, 215, 000 
Equipment | 
(2) Major scientific activities 5, 035, 000 
(6) Payment to working capital 
fund . 1, 500, 000 
Moving and occupancy 3 
Total obligations 2.4 2, 140, 278 2.6 1, 013, 504 3.3 22, 454, 713 
Unobligated balance brought for- 
ward --c----| —333, 405 1, 193, 217 be —179, 713 
Unobligated balance carried for- 
ward 1, 193, 217 179, 713 | 1, 225, 000 
Total appropriations 2.4 | 3,000,000 2.6 Fete aN 3.3 | 23, 500,000 


Summary of estimated obligations by cost component 





AKctual, 1959, Estimate, 1960, Estimate, 196] 
wiiusted vijusted 

Average Average A verage 
number of Obligations|number of Obligations number of Obligations 

positions positions positions 
National Bureau of Standards $43, 971 $80, 029 $6, 550, 000 
General Services Administration 2, 096, 307 933, 475 15, 904, 713 
Total obligations 2, 140, 278 1, 013, 504 aa 22, 454, 713 

Unobligated balance brought for 

ward —333, 495 —1, 193, 217 —179, 713 
Unobligs_ed balance carried forward 1, 193, 217 179, 713 1, 225, 000 
Total appropriation : ya 3, 000, 000 23, 500, 000 


JUSTIFICATION STATEMENT 


The introductory section of the justification for the “Plant and facilities” ap- 
propriation refers to the large number of facilities items required by the Bureau 
to carry out its basic responsibilities. It is worth repeating that the lack of 
adequate research facilities is a strong deterrent to fulfilling the Bureau’s mod- 
ern responsibilities. Among the most urgent needs for facilities appropriations 
is the need to replace the Washington laboratories. 

The condition of the present laboratories—outmoded; inflexible; crowded; 
and deficient in utilities, laboratory services, and equipment—seriously impairs 
the Bureau’s ability to undertake modern research programs. Moreover, certain 
extremely urgent activities cannot be undertaken at all until specialized facil- 
ities are provided. The delays in providing construction funds are therefore 
having serious consequences, not only by preventing needed increases in operating 
efficiency but also by preventing action to meet urgent military and industrial 
needs. 

In view of these circumstances it is imperative that the entire Gaithersburg 
program proceed as rapidly as possible. However, it is important to distinguish 
between the necessary and urgent and the important and desirable, so that the 
necessary and urgent receive an appropriate budgetary priority. 
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Urgent new facilities 

The most urgent items to initiate the Gaithersburg program include the fol- 
lowing: 

1. Linear electron accelerator. 

Large capacity deadweight machines. 
Associated laboratories, site development, utilities, and heating and air con- 
ditioning facilities. 

The need for these priority items was presented to the Congress in the 1959 
supplemental budget that resulted in the appropriation for design of the Gaithers- 
burg facilities. Without repeating the detailed explanations miade at that time, 
it is worth mentioning that the urgency for the first two facilities has con- 
tinued to increase. Recent letters from the Director of the Advanced Research 
Projects Agency and the Director of Defense Research and Engineering stress 
the pressing need of missile and space programs for better precision in calibrat- 
ing force-measuring devices. These calibrations can be attained only with 
the facilities proposed for the Engineering Mechanics Laboratory. Recently 
NBS was asked to calibrate a 1,500,000-pound load cell for Rocketdyne’s use on 
its contract with NASA to develop a 1-million-pound-thrust rocket motor. In 
August an Air Force representative publicly released the estimate of a leading 
missile development firm that an improvement in the accuracy of thrust measure- 
ment from the present three-fourths of 1 percent to one-fourth of 1 percent would 
save $100 to $150 million in the static test stages of current missile and rocket 
programs. 

While not so dramatic, equally strong representations have been made con- 
cerning the Linac. Because the Linac uses are in basic research and radiation 
dosimetry, it is more difficult to demonstrate the pressing need for the machine. 
However, it is precisely the basic nature of its program uses that makes its po- 
tential impact so widespread and important. The current need for dosimetry 
standards and measurement techniques for high-energy radiation and the con- 
tinuing rapid growth in that need are sufficient justification for early action on 
this research tool, especially when it is remembered that an estimated 2 years 
of basic research will be required before any of the pressing needs for standards 
and measurement services can be met by NBS. 

The two facilities proposed in this budget—Engineering Mechanics Laboratory 
and Radiation Physics Laboratory—are at the most advanced stage of design 
of all the laboratories being planned for Gaithersburg. The architects are now 
preparing the final drawings and specifications for the Engineering Mechanics 
Laboratory. While the greater complexity of the Radiation Physics Laboratory 
and the more intimate interrelationships between Linac design and laboratory 
design has prevented the same rate of progress on its design, contract drawings 
ire expected to be complete by the end of this fiscal year. Meanwhile, pro- 
posals have been received from several prospective suppliers of the Linaec, After 
careful study, the Bureau has selected a vendor and has a definite price commit 
ment, good until next July but subject to escalation for changes in cost factors 
between now and then. 

It does not appear necessary to repeat the program plans and justification 
details for these two programs but NBS must emphasize its conclusions that 
these two facilities have a priority and importance that undoubtedly rival any 
other Federal construction project. The military significance of these facilities 
is not readily recognized because they are in the budget of a civilian agency. 
Critical military programs require services that can be provided only when these 
new facilities are available. The urgent current need for the services and the 
long time required to get the facilities into operation compels that they be given 
top budgetary priority. 

This stress on the urgency of these items should not lead one to underrate 
the importance and desirability of the balance of the Bureau’s construction pro- 
gram. As time passes, the inadequacy of the Bureau’s outmoded facilities con- 
tinues to increase. Further lengthy postponement of full replacement of the 
Washington laboratories not only will probably increase the ultimate cost of the 
hew laboratories but also will continue and will compound the inefficiencies of 
operations in the present facilities. Just as past delays have led to the current 
necessity for significant outlays for repairs and modifications, so can additional 
delays be expected to result in further undesirable costs to keep the Washington 
laboratories operating. 
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Cost estimates for total program 


The table on page 289 summarizes the present cost estimates for the Gaithers- 
burg facilities. The table shows the changes that have been made since 1957 
to reduce the estimates for the basic facilities to replace the Washington labora- 
tories, as well as the increase in cost due to the rise in the construction price 
level. It shows also the estimated cost of the facilities added to the basic 
facilities to house and equip new programs: Linac, deadweight machines, and 
eyclotron laboratory. The present total estimate also includes $375,000 for 
modification of the basement areas of the Radiation Physics Laboratory to make 
them unable as fallout shelters. This is the only building for which such 
adaptation appears to be both feasible and economical. 

It should be noted that the present estimates reflect reductions of $4.4 million 
due to the Bureau’s efforts to achieve design economies since the submission to 
the Congress in 1957. This reduction is, however, more than offset by the $5.8 
million increase due to general increases in construction costs since that time, 




















THE FIRST FACILITIES PACKAGKH 


The table on page 289 indicates also the amounts making up the current 
budget request of $23,500,000. The following is a summary of the estimated 
costs of the proposed initial construction and equipment program: 










Radiation Physics Laboratory: Estimated cost 
cS $5, 930, 000 
Rime ae ORGS ge SS Se eee 3, 000, 000 
ROVER RS MOCNDRNOT.. owe ee 340, 000 


$9, 270, 000 
Engineering Mechanics Laboratory: 



















InN RNIN 2g a oe Se Be tS $2, 115, 000 
I NO a ttt 4, 265, 
Sper aRUNTE COUR NEI os oe Ee 110, 000 





Boiler plant 


UIP rN NRRURIN ORION oe a 950, 000 
RNR NER ete te oe ea ee ee A a i eS 2, 415, 000 
Perrin IEE PO DNNU i 25 es a ee 435, 000 
na UNNI UIN e ecat ne cases el matibcces 135, 000 
I oh 





Tr reampartedings of ‘things 
Printing and reproduction 
Other contractual services 
Supplies and materials 


OOO ce wee eer eco ce eese cece cece cecers| conc cccccccecs 


plies and materials....-..--...--.--.2... $i ak-siedekors tibiae -scabken 50, 000 +50, 
I a 5, 085, 000 +5, 085, 000 


















Total appropriation, adjusted_.......................... 


Lands and structures. __..-- Peart a ae ee eee | Fee ead 15, 5, 215 3. 000 +15, 215, 000 
| Rinewcctnueue +23, 500, 000 


Dr. Huntoon, do you wish to speak to that at this time ? 
Dr. Hunoon. Yes, sir. 


GENERAL STATEMENT 





I had an opportunity to talk with Dr. Astin yesterday after our 
hearings and to bring you a message from him. He has suggested 
that in presenting the opening part of this discussion I might refer you 
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to the closing comments in his written statement in which he indi- 
cates— 

Zecause it is the first step in correcting the Bureau’s dilapidated physical condi- 
tion, this appropriation is perhaps the most important of the Bureau’s proposals 
to this committee. You must know by now how concerned I have been about 
this problem. We are in no shape today to face some of the most urgent tech- 
nical problems in our history. We are in dreadful physical shape to face to- 
morrow’s scientifie problems. 

The development of the plans for our new facilities has been a complex prob- 
lem. I will not detail it here, but merely urge with all the force that a Director 
of the National Bureau of Standards can use that this appropriation be fully 
supported so we can get on with the job that must be done. 

I would like, with your permission, sir, to try to give you a picture 
in explanation of the table on page 1047 so that we can be sure we 
understand this table before we get down to the specific questioning. 

(Nore.—The table referred to appears on p. 289.) 

Dr. Hunroon. Let me begin by pointing out the Director’s intense 
personal interest in this problem of designing these facilities. He has 
worked with Mr. Walleigh, our Associate Director for Administra- 
tion, participating personally in all of the important decisions relating 
to how much of the facilities go to each technical area of the Bureau, 
and he is fully abreast of the material that I went to present to you 
this morning. There has fortunately been opportunity in the last 
week or so to consult with him in some detail over the matters that we 
are present ing. 

Last night he indicated that he wanted me to be sure to bring to 
you his desire that we reach agreement on a definite group of facilities 
and equipment which is to be meant by the Gaithersburg program so 
that there will be no confusion about this. 


HISTORY OF FINANCING 


Now, I would like to turn to this table on page 1047. The first 
column here reflects the material presented to the committee in 1957 
in the hearings which Dr. Astin gave you. At that time he was asked 
to see if he couldn’t introduce some economies into this program, In 
the hearings in July 1958, the 1959 supplemental, he came in with 
the estimates indicated here in the second column. 

The second column is for the same materials, the same facilities 
as indicated initially, but represents some design changes that could 
be made in order to introduce economies. 

You will notice some $3.8 million of savings there. 

Mr. Preston. Refer to years so we will all know what we are talk- 
ing about. 

Dr. Hunroon. Let’s use the numbers on the headings of the col- 
umns; the 1958 estimate column is the one I am referring to. 

Mr. Preston. That is the revised column. 

Dr. Huntoon. The one headed “1958 estimate,” the second column. 

This, compared with the 1957, shows the ec onomies that he was 
able to introduce during that year of consideration, still providing the 
same facilities as have been talked about. 

At that same time he introduced to you two additional facilities 
that were needed to modernize what he had already been presenting 


50435—60———19 
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to you. These two are the Linac and the deadweight machine, listed 
under the “Added facilities” bracket in columns 5 and 6. 

At that time, as a result of that hearing, he was given the $100,000 
to proceed with design considerations for the linear accelerator. 

Perhaps I might interject a word here to explain that by these 
deadweight machines we mean a machine which can actually put 
weights on test cells, directly loading them with weights of the mag- 
nitudes we are speaking about. This is what we mean by a dead- 
weight, actually hanging weights on a force-measuring device. 

Mr. Preston. As we go along, I am afraid I am going to have to 
ask a question or two in “order to fully understand. W hen you refer 
to a supplemental, what year was that, because some of us did not have 
opportunity to deal with that supplemental request. 

Dr. Hunvoon. It was a hearing in July of 1958, on the supplemental 
bill for 1959. The page I speak ‘of is page 606 or 607 of the hearings. 

Mr. Presron. Off the record. 

(Discussion off the record.) 

Mr. Preston. And what did the committee allow you at that. time? 

Dr. Huntoon. They allowed us $3 million to proceed with detailed 
architectural studies for the design, including this $100,000 for the 
detailed design of the Linac machine. 

Mr. Horan. Mr. Chairman, is anyone here from GSA? 

Mr. CurtsTeLuer. Yes, sir. 

Mr. Presron. All right, Dr. Huntoon, proceed. 

Dr. Hunroon. As I indicated, sir, we received this money to proceed 
with detailed architectural planning, and since that 1958 estimate, we 
have proceeded with the firm of arc shitects to go after a design repre- 
senting the facilities as indicated at that time and including the Linae 
and the deadweight machines as a part of the pattern presented then. 

Mr. Preston. That is where you confused me a moment ago. If 
vou are talking about $3 million design cost, I clearly remember that. 
1 remember all about the G: aithersburg building, I remember the con- 
ference in my office with Dr. Astin when we acquired the land. I 
remember all that. When you started talking about the Linae and 
the accelerator, I couldn’t connect them with anything about the 
Gaithersburg building. 

Why don’t we talk about the building rather than the Linae and the 
accelerator. 

Dr. Huntoon. We are talking about the laboratories to house them. 

Mr. Preston. If you are going to discuss every item that is going in 
that building out there, we will be here for a long time. 

Dr. Hunroon. I don’t propose to do so, sir. 

I want to assure you we are not pulling in additional items. I will 
proceed on the basis of ie facility as a general facility. 

Mr. Nretson. Mr. Chairman, would it be desirable to put page L047 
in the record so that this does indicate the history on this financing? 

Mr. Preston. Yes. I think it would be helpful for the record to 
have it. 

We will insert it at this point. 

(The table follows :) 
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Replacement of NBS Washington laboratories 


{Estimates in thousands of dollars] 








Replacement and expan- | Added facilities for new } | 
sion of present facilities programs | 
. Appro-| Re 
| | priated | quested 
1957 | 1958 | 1959 | 1079 Dead Lab- | Fall- | Total to date 1961 
esti- | esti- | esti- | esti- | weight | ora- | out | 
mate | mate | mate | mate | Linac| ma- tory | shel | 
plus chines for ter | | 
cost j cy lo 
rise tron 
Design and engineering 
Preliminary 1N( 180 180 180 100 Se eee ‘ 280 ea 
Architecture and engi 
neering 3, 155] 2,940] 2,747) 2, 747 64 10 20 35| 2, 876 2, 200 435 
GSA supervision... 910 R65 R65 SHE 21 3 6 7 895 610 135 
Land aecqnisition 759 750 TO) 750 : 750 750) 7 
Construction 
Site development 2,140] 1,660; 1,815!) 1,950 > ‘ 1, 950 aaa 950 
Utilities 4,370) 3,465) 2,541) 3,815 3,815 | 2, 415 
Idings : 5S, 070/56, 805) 56, 174/60, 641) 1, 609 250 {89 340/63, 329 | 11, 850 
! 
Major tacilities 2, 565) 2, 565) 2,565) 2,720) 2,035 1, 580 = 6, 335 ; 5, 035 
Payment to WCF &, 280) 8,380) 8, 380) 9, 000 9, OO 2, 230 
Movi and occupancy 
Moving and installing | 
pparatus 1, 370) 1,370) 1,370) 1,370 1, 370 aS 350 
Fu ings 3, 200!) 3, 200) 3, 200) 3, 400 3, 400 6a 100 
otal 85, 990/82, 180/81, 587/87, 438) 3, 829 1, 843 515 375,94, 000 3, 930 23, 500 


Dr. Hunroon. In the column headed “1959 estimate,” for those 
facilities comprising the original request, we were able to introduce 
some additional savings, bringing the amount to $81,587,000. We had 
set ourselves a goal of working within this pattern of facilities, plus 
the first. two indicated in columns 5 and 6 as a design goal. Any 
additional things that are not included in this will at the proper time 
be called to your attention with specific justifications, excepting, of 
course, things like the rise in the cost index. Between the column for 
1959 estimate and the 1959 estimate plus cost rise we see what has 
happened to the price ae in that interval. This estimate is still 
for the same facilities. There are no changes in anything but the 
cost index. 

With this much by way of explanation, that we want to have a 
definite pattern for consideration and that we would call any addi- 
tional items to your attention, I must call two others up for your con- 
sideration, namely, columns 7 and 8. An item for inclusion of fallout 
shelters; this is by Executive policy and OCDM implementation 
which requires us to include the fallout shelters where it is determined 
tobe feasible. The other item, we foresee the need for a cyclotron and 
it seems prudent at this time to include in the building design and 
construction the features that are necessary in order to include this 
machine at a later time. 

We are not at this time talking about the machine. We see we can 
do this job cheaper now than later, while the design and construction 
is going on. 





FIRST STAGE OF CONSTRUCTION 


We have worked out a plan which we now present to you as a first 
stage approach to this, namely, to pick from the entire pattern those 
things which are of urgent national need, do not now exist on our 
present site, and could not be constructed there. 

This first package represents the $23,500,000 in the lower right 
corner of the table, page 1047. 


ENGINEERING MECHANICS FACILITY 


I would like to say a brief word as to why we have picked the two 
facilities that we picked for this first package. As I have already in- 
dicated to you in our earlier discussion, the main important feature 
of this engineer ing mechanics facility will be its capability for dead- 
weight testing up ‘to a — pounds. We do not have this capabil- 
ity on our present site, as I indicated, with the accuracy that is 
necessary. 

This will provide it and as such it seems that it should go at the 
Gaithersburg location. Along with it, then, will go the rest of that 
facility, which also provides the 10-million-pound tension and com- 
pression machine and the intermediate deadweight machines, as well 
as the standards materials which go from our basic standards on up 
to these large masses. 


RADIATION PHYSICS LABORATORY 


Why do we pick the radiation physics facility as the other one of 
these two high priority items? Here we call to your attention that 
the Bureau has been since the early thirties involved in the measure- 
ment, measurement technology, and the setting of the standards for 
X-rays and similar radiations. Industry and universities are now 
moving into a zone of treatment of materials by these new radiations. 

In the past, of course, they have had light and heat and chemical 
methods for treating materials. Now they are turning to the use of 
gamma rays, neutrons, electrons, and so on for the treatment of ma- 
terials to change their physical properties. 

These are in a range of dose measurements far beyond our present 
capabilities, and they are in a situation where to proceed you need 
to be able to make the measurements and to know whereof you meas- 
ured. This is one of the things that I mentioned yesterday of the 
need to provide to our industry and to our science the measurement 
capability that they must have. Of course, along with this as a third 
item must go the site development and the utilities in order to make 
it a practicable move, including the powerplant. 

With this by way of a beginning picture, I would like to call on 
Mr. Walleigh, who has been, as I told you, in the details of all of this 
work and working very closely with Dr. Astin, to show you the plans 
for these facilities. Then I will be through with my statement and 
we can turn to the specific question. 

Mr. Preston. Is Mr. Walleigh going to answer specific questions 
about the building? 

Dr. Huntoon. I will continue to answer questions and feed them 
to him as necessary. He will present the information to you. 
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Mr. Preston. Where is Mr. Walleigh ? 

Dr. Huntoon. Right here, sir. 

Mr. Preston. We must all understand this very definitely because 
this isno small item we are dealing with. 

Dr. Hunroon. We certainly want it to be completely clear. 

Mr. Preston. While it may be abundantly clear to you people it 
has to be abundantly clear to us. 

You have been dealing with this thing for months and we have been 
dealing with it periodically, briefly. You must bear with us while we 
try to fully understand what this request involves. 


TOTAL 1961 REQUEST FOR BUILDINGS 


First of all, I want you to refer to the last column on this page 1047, 
“Requested 1961,” the last column on the right. Where does the figure 
$11,850,000 originate? What is it composed of? Apparently it is not 
a combination of any figures on that same line. 

Mr. CurisreLter. The $11,850,000, sir, is that portion of the total 
construction cost of $63 million for all buildings that relates to the 
construction of the radiation physics laboratory, the engineering me- 
chanics laboratory and the powerplant; $63,329,000 is the total for all 
the buildings; we are asking in 1961 for the appropriation for three 
of the buildings as is detailed on the next page. 

Mr. Presron. Will the $11,850,000 be related to these four items 
shown on this page, No. 1, the Linac; No. 2, deadweight machine; 
No. 3, laboratory for cyclotron; No. 4, fallout shelter ¢ 

Mr. CurisreLter. It will include those, sir, and the basic facilities 
related to them. 

The radiation physics laboratory will house the linear accelerator 
and the cyclotron. It will also house all of our existing radiation 
physics, as this is an integral unit of the program where the scientists 
have to work together. The Linac and cyclotron are included and 
the appropriate part of the basic package in the $16,641,000 over in 
column 4, so that this is one separate building and this is how we have 
to pick it out. 

We will have to construct the entire building at one time. 

Mr. Preston. Is this a single building we are talking about now ? 

Mr. CurisTe.uer. Yes. 

Mr. Preston. The $11 million ? 

Mr. Curtsteter. No, $11 million is three buildings, radiation 
physics laboratory, engineering mechanics laboratory and the power- 
plant. 

Mr. Preston. The figure $23,500,000 represents a firm figure for 
three buildings and all of the equipment, specialized and otherwise, 
that will go into the three buildings, is that right ? 

_Mr. Curisrevter. That is right, sir, and for about one-half of the 
site development cost and about two-thirds of the utilities cost. We 
do not need to go ahead with the entire site development and utilities 
work just for these three buildings but we do have to make a start 
on that in order to get these buildings into construction. So we have 
the estimate there that about one-half of the site development and 
about two-thirds of the utilities costs have been included in this initial 
package. 
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This is again at the recommendation of both our architects and the 
Public Building Service. 


NUCLEAR RESEARCH REACTOR AND LABORATORLES 


Mr. Preston. How, then, are the items under plant and facilities 
related to this building if this figure represents all of the equipment 
that is to go in? 

Dr. Hunroon. Iam not sure I understand the question. 

Mr. Preston. You have $1.950.000 requested for plant and facili- 
ties. You said earlier that that was in some way related to this last 
item of construction at Gaithersburg. 

Dr. Huntoon. It is related to the total package, but not to these 
things we are talking about today. One of the items in that earlier 
plant and facilities budget i is the reactor facility which, if constructed, 
goes to Gaithersburg. “It doesn’t go in here. It is a separate thing, 
brandnew and in line with what I indicated here that anything that is 
not a part of this activity we would call specifically to your atten- 
tion. This would be one of the items to call to your attention. 

Mr. Preston. Why put it under plant and facilities instead of 
under the item of equipment under construction of facilities ? 

Mr. Curisrecter. The Bureau of the Budget raised this question 
with us. They had asked us to limit the construction of facilities 
appropriation, and I had presumed they had discussed it with the 
committee staff, to limit the construction of facilities appropriation to 
the replacement of existing facilities. 

They recognize that where you had these two things that get built 
right into the replacement of existing facilities that you could not sep- 
arate them. That is the Linac and the deadweight machines. But the 
reactor would be a separate building. They do not think it is wise to 
have that confused with the relocation of our existing laboratories and 
they asked us to keep it out of this appropriation and leave it in the 
plant and facilities, which is the normal appropriation we come to you 
for this type of thing. 

Mr. Preston. Did you call this a reactor ? 

Mr. Curisrecier. Yes, sir. 

Mr. Preston. Is the reactor a replacement ¢ 

Dr. Hunroon. Completely new. 

Mr. Preston. That is what confuses me. If it is completely new, 
I don’t understand why it should not have been included in this last 
item because when | asked you the question if $23,500,000 covers all 
equipment, specialized and otherwise, that would go in the new build- 
ing, you said, “Yes. 

Dr. Hunroon. In those three buildings in this first package. 

Mr. Presron. Under the other item, you will build a building for 
that, too? 

Dr. Huntoon. Yes. 

Mr. Preston. At Gaithersburg ? 

Dr. Huntoon. Yes. 

Mr. Preston. You have really got this thing confused now. That 
is four buildings you are going to build in ? 

Dr. Hunroon. No. Let me indicate first, this reactor request is for 
design money in this earlier plant and facilities budget. 
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Mr. Presvon. Design money / 

Dr. Hunroon. Yes. 

Mr. Presron. I didn’t know that. How much / 

Dr. Hunroon. $700,000. 

Mr. Presron. It is carried under construction, isn’t it ? 

Dr. Huntoon. I am referring to the reactor now. 

Mr. Preston. You say that 1s design money. There are three cate- 
gories under plant and facilities: One, fac ility, $320,000; two, con- 
struction, $700,000; three, special equipment, $930,000. Which one of 
these items contains the $700,000 for design of the reactor ? 

Dr. Hunroon. This $700,000 is the design work for this construction. 

Mr. Preston. That is a misnomer. 

Mr. Nrevson. It might be helpful if you would refer to page 23 of 
the Budget Digest which the committee has. It gives a short expla- 
nation of this $700,000, 

Mr. Preston. I don’t see why the Bureau of the Budget wanted to 
isolate this design for the reactor and put it under another heading 
when clearly it is going in the Gaithersburg building if it is built, 
unless they were trying to keep the figure from growing any bigger 
than it is from what it was previously estimated. 

Dr. Hunroon. I am sure the desire here is to have a package which 
we can call the Gaithersburg package so that it does not later become 
confused by additional items which generate as the science develops 
and the program goes on. 

Mr. Presron. Doctor, we want to know what the package is. That 
is one thing we must know. How much is this reactor going to cost 
that we are spending s700,000 to design i 

Dr. Hunroon. About $9 million, 

Mr. Presron. That will be added on top of the new estimate that 
you have of $94 million? 

Dr. Hunroon. Yes. 

Perhaps I can clarify this a bit by indicating the Gaithersburg 
facility is a number of buildings, a complete program to house what 
we now have in Washington, modernized and extended, and as time 
goes along, while we are doing this and as the years have passed, new 
items emerge. The Director does not want to confuse the original 
plan for G: nithersburg with new items which we want to bring to you 
inthe normal way at the normal time. 

Mr. Preston. I can understand that. because this figure is going to 
make you look bad enough as it is with your prev ious estimates. 

[ will ask you this question. I can answer it already: When you 
were giving these low estimates or the Bureau of Standards was 
giving these low estimates in bygone years, for relocation, a reactor 
was contemplated at that time, was it not? 

Dr. Huntroon. Not that I know of. 

Mr. Curisretter. Not in this program. 


INCREASE IN ORIGINAL ESTIMATED COST 


Mr. Preston. Let’s get on to our business here. 

Is it conceivable that you would bring a large structure, a new, 
modern laboratory at Gaithersburg without including a reactor? 

Dr. Hunroon. Yes. I mean at that time we were not talking about 
a reactor. 
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I don’t remember just—in 1958 we mentioned that there was one 
under consideration. 

Mr. Preston. Yes. Now you can hedge all you want to, Doctor, 
but you would never convince me that you people are dull enough 
not to consider a reactor for this new laboratory, so that $9 million, 
plus the $700,000 design cost, goes on top of the $94 million new figure. 
_ Dr. Hunroon. I am sure if this is the way you want to handle 
it 





Mr. Preston. No, it is not the way I want to handle it. I want 
the record to show how much this increased from the time it was 
originally suggested that we build this new laboratory and we pro- 
vide the land, which we did, and we provide the design cost, which 
we did, the $3 million. 

Dr. Hunroon. But the original suggestion here did not at that 
time include a reactor. We were not thinking of it. The original 
suggestion was back in 1955 or 1956, I believe. 

This I can assure you, we were not talking about a reactor at that 
time. By the 1958 presentation, we were beginning the exploration 
to see what the program needs were and how extensive would be our 
use of a reactor. 

Mr. Presron. I would like to have this book so that I can use it 
and you can use it, too. 

What page is that? 

Mr. Curisre.uer. 615. 

Mr. Preston (reading) : 

Mr. Preston. Have you been able to establish any estimate at all as to the 
facilities not fully planned for? 

Dr. ASTIN. We have some very rough estimates on a few of them. I will 
mention three that are still in the planning stage. One is very high tem- 
perature facilities. My guess is we might ultimately seek something costing 
in the vicinity of 1 million for this purpose. 

We also need a reactor, or think we will need a reactor, research reactor 
in the future. Our tentative estimate for this is in the vicinity of $4 million to 
$5 million. Tentative estimate. 

We also will need, ultimately, new improved standard frequency broad- 
caster, et cetera. 

These are three things I might mention. 

Dr. Hunroon. Of those three things, the reactor is the one which 
is in the plant and facilities budget. The other two are not even men- 
tioned, but they may subsequently emerge. 

Mr. Preston. My recollection of the testimony is, back when you 
first brought this bill to my attention, that it just wasn’t practical to 
put a reactor on the Connecticut Avenue facility. 

Dr. Huntoon. This is the linear accelerator we were speaking of at 
that time. 

Mr. Preston. I think I can find testimony that dealt with the reactor 
if you look back far enough. 

Dr. Huntroon. You will find there was confusion of terminology 
back there in the testimony at that time. 

Mr. Preston. Not by you people; by us? 

Dr. Hunroon. Some of our people. 

Mr. Preston. That is inconceivable. 

Dr. Hunroon. It isin this very record, here. 

Mr. Preston. It is inconceivable—terminology. 
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Dr. Huntoon. There was some discussion off the record here at the 
bottom of our page 611. We had been talking about the linear acceler- 
ator, as you will observe from Dr. Astin’s comments in the middle of 
this page. This was a thing we were to present to you. Someplace 
along the line it got confused into becoming a reactor, briefly, but the 
paragraph here quoting Dr. Astin is referring to the linear accelerator. 


DEFINITION OF LINEAR ACCELERATOR 


Mr. Preston. Give me a one-sentence definition of a linear 
accelerator. 

Dr. Hunroon. It is a long pipe made up of sections completely 
evacuated, down which electromagnetic fields go, and riding the crest 
of these fields, like a surfboard on waves, is a packet of electrons, and 
they ride the electric wave down the tube falling as they go until they 
come out the far end with very high energy. 

Mr. Preston. Is it related to nuclear energy ? 

Dr. Huntoon. Yes, sir. It is one of the ways of getting sufficient 
energy into particles that you can induce nuclear disintegrations and 
make studies of the nucleus. Iam not exactly sure I understand what 
you mean by “related to atomic energy.” 

Mr. Preston. Is it related to atomic energy ? 

Dr. Huntoon. In the sense you can bring about nuclear disinte- 
gration and study the product which is the whole source of nuclear 
energy. 

Mr. Preston. Is it possible for a linear accelerator to be confused 
with an atomic reactor. 

Dr. Huntoon. They are both radiation devices. It is possible for 
them to be confused, certainly. 

Mr. Preston. By a layman, not by a scientist? 

Dr. Hunroon. A scientist should not confuse them, but mistakes 
get made. 

Dr. Huntoon. May I call your attention to the central two para- 
graphs on page 609 ¢ 

Mr. Preston. I am reading 609 right now. Which one? 

Dr. Hunroon. The center two paragraphs beginning, “However, 
I should emphasize,” and that paragraph and the next one. 

Mr. Preston. You mentioned these two items we talked about this 
morning, the linear accelerator and the deadweight testing facility? 

Dr. Huntoon. That is right. 

Mr. Preston. I did not accuse you of putting your hand in the 
cookie jar on those two items. It was only on the reactor. 

Dr. Huntoon. I do not feel that my hand is in the cookie jar. 

Mr. Preston. That is a matter of opinion, Doctor. 


INCREASE IN ORIGINAL ESTIMATE 


I know what you are up against. You are up against having a 
double request today over what you originally came before this com- 
mittee with in 1955 or 1956, whenever it was—double. We can go 
back and get the figures on that. It was in the neighborhood of $40- 
something million in those days. 

Mr. CurisTELuer. Sixty, I believe, sir. 
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Mr. Preston. Total 60, original ? 

Mr. CurisTeLier. Yes. 

Mr. Preston. I will make you a prediction today: That if we build 
this structure, and it is already over $100 million ‘because the figures 
you have given us today we know from experience are too low—his. 
torically, you people do that—not only you, but everybody in Govern- 
ment comes in with figures toolow. You are over a hundred already— 
by the time we complete it, we will be double the $60 million or we 
will be in the neighborhood of $120 or $125 million for the facility at 
Gaithersburg. 

Dr. Hunroon. This is the kind of problem which I hope we can 
discuss and clarify. In my discussions with the Director last night, 
this is why he was so emphatic about trying to set some facility which 
we are willing to call the Gaithersburg facility and say, “This is it, 
and he says the $94 million is the dollars he is willing to live with 
for that facility. 

Mr. Preston. Plus your $9,700,000 for the reactor ? 

Dr. Hunroon. And possibly if the need emerges for this very low 
frequency broadcast facility he mentioned on page 615, this might 
come up subsequently. That would, however, go at Boulder. 

Mr. Presron. It will? 

Dr. Hunroon. And this high temperature facility may emerge. 
Science is moving ahead and we will from time to time come to you 
with things that, if we have the Gaithersburg site, should be located 
there. Should each of them be a ‘n Incorporated as a part of this, or 
is there a place at which we say, “This is the initial Gaithersburg 
facility.” 

Subsequent requests arise and are treated in the normal manner. 
Some place it seems to me there has to be a cutoff and we say this 
was the Gaithersburg program and science now goes on, and as we 
need things we ask you for them. 

Mr. Presron. Doctor, you just cannot cut out this reactor, I do 
not care what you call it. It hasn’t any more business in this item of 
plant and facilities than the construction of this Gaithersburg build- 
ing has, because it is to be put in it, it is part of it now and why give 
it another name ? 

Dr. Hunroon. It is not a replacement of existing facilities. We do 
not have one in Washington. 

Mr. Preston. I know that. 

Dr. Hunvoon. It is a separate building. I think perhaps it Wf 
be helpful to clarify things if we could pause a moment and look a 
the site plan. 

Mr. Preston. We will in just a moment. 

Dr. Hunroon. It is a separate building as well as a separate piece 
of equipment, a very important piece of equipment. 

Mr. Preston. I know what you people have done. It is a natural 
thing. You brought in the lowest figure you could on this building. 
You hoped $23.5 would get this kicked off. From then on it is going 
to be a merry-go-round. 

Dr. Huntoon. We brought in the figure that was necessary for this 
ai package. 

I do not know that I can do much more than assure you that I have 
the Director’s agreement that this number for this set of facilities, 
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which we elect to call the Gaithersburg program, is one we are willing 
to live with but we cannot say that we won’t ever ask you for anything 
additional. 

Mr. Preston. We are not asking you to do that; not at all. We 
just want to get this thing packaged up today bec -ause that is what 
we are dealing with. We are not dealing with $23.5. We are deal- 
ing with over a hundred million here today. That is what we are 
doing. 

DECISION OF REQUEST FACILITIES PIECEMEAL 


Heretofore you didn’t contemplate building this thing piecemeat, 
did you? You planned originally to ask for the lump sum and to put 
the whole thing up at one time ? 

Dr. Huntoon. Yes. 

Mr. Preston. What caused you to change your mind? 

Dr. Hunroon. This was by agreement with the Bureau of the 
Budget that this looked like the best way to proceed, when the things 
they must consider, which I am not entirely aware of, are taken ac- 
count of. 

ARCHITECT’S CONCEPT OF BUILDING AND SITE 


Mr. Preston. We might as well look at the building at this point be- 
fore we go into general questions. We shall look at the architect’s 
concept ion of it. 

Mr. Wauteian. This is the general layout of the site which adjoins 
the town of Gaithersburg about 20 miles northwest of Washington, 
It is a 550-acre site. You approved the appropriation for it in 1956 
and it was acquired in July of 1956. This 1s the northerly direction. 
This is old Route 240, new Interstate Highway 70. 

Gaithersburg is right here. 

The conception of these buildings has changed over a period of 
time. The architect has finally recommended that the central core of 
buldings here comprise a number of buildings which will be essen- 

tially identical. The buildings themselves will be modular. These 
will contain our general-purpose laboratories, and they will be joined 
by a central spine, a central corridor, so that the buildings, while 
being separate, will have the feeling of being jointed together. In 
other words, if we have a division which more logically is located on 
the top of this building and on the top floor of the adjoining build- 
ing, you can go from one and flow right into the other. We have 
found this to be extremely helpful in laying out the arrangements of 
the sections and divisions most effectively within these eeneral- pur- 
pose laboratories. 

These buildings comprise more than half of the entire space of the 
facility, and they are the general-purpose laboratories. 

This central ‘building here will house the administrative offices, 
budget, personnel, the Director’s office, and so forth, and it will also 
house our Applied Mathematics Division, which is essentially an 
oflice-type operation. 

We have a large technical library, as you know, and it will be cen- 
trally located here; the cafeteria here: and our auditorium at this 
point. The central shops facility—our instrument shop—will be lo- 
cated centrally here so that all of these laboratories will have access 
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to those facilities that they use most frequently. 
go outside to get to them. 

This concept brought in the advantages of both a central and sepa- 
rate building, and it has enabled us to plan more rapidly because in 
many cases it would have been difficult to have laid out all of the 
space in one building and given it to the architect and said, “This is 
it; go ahead.” He ae been able to go ahead with individual build- 
ings with this plan. 

The building that we are speaking about today is radiation 

hysics facility here, which is a very special building. It starts 55 
eet below ground and it goes three stories above ground. It uses 
large quantities of concrete for shielding. Much of it is put below 
ground to take advantage of the earth for shielding purposes, and I 
suppose there is as much concrete in the building as there is open 
space when you get through with it. 

The engineering mechanics facility, which is the second of the 
facilities we are speaking about today, will be located here. It isa 
very high building. It is about 100 feet tall. It will be the tallest 
building that we will have at Gaithersburg, with the possible excep- 
tion of this office wing, which is also a high building. It is high be- 
cause it has to house these very tall deadweight machines and the 
very tall, 10-million pound testing machine. 

The boiler plant, which is the third building we are talking about 
today, is this building at this point and it will serve the entire facility. 
Then the other buildings we show here—this is the fluid dynamics 
building; this is our plant and supply building; it contains our ware- 
housing. This is the service building, which is largely a garage 
operation for our vehicles. 

This is the substation. This building we are calling now a special- 
purpose laboratory building. It will house those things which are 
considered too hazardous to bring into this area and some other special 
facilities such as our acoustical facilities. 

Down in this corner we have our fire research laboratory, and I 
think it was mentioned yesterday that we have been given an in- 
ceased responsibility for this field. Then, finally, a concreting ma- 
terials building. ‘There we will mix the various sands, gravels, 
cements that we use in our standard samples program, and also use 
in our building research program. 

We have here a group of three very small buildings. These are 
about the size of a small home. They are isolated because they want 
to be free from magnetic interference of any kind. This is a non- 
magnetic laboratory. This site has been selected for us after a Coast 
and Geodetic survey of magnetic properties of the area. They will 
be constructed probably of wood, without iron of any kind in the 
construction. 

This is a dotted line which has been put in to show the site which 
was selected for this future nuclear reactor which is not yet in the 
program, for which the design money is being sought today. 

Are there any questions on the site layout ? 


They don’t have to 


EXPANDIBILITY OF BUILDINGS 


Mr. Micuet. Do you contemplate expansion from those corridors 
both north and south ? 
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Mr. Warten. Yes. All of the special buildings have been 
planned for possible future expansion. The general-purpose labora- 
tories, though, are not planned for expansion. Instead, the architect 
has shown on the site plan blocks where future general-purpose addi- 
tions can be added. The radiation physics building shows a wing, a 
future wing going out in this direction; engineering mechanics, up 1n 
here; and each building other than the general-purpose labs makes 
provision for possible future expansion. ; 

In other words, this constitutes a master plan which we hope will 
be good for another 50 years. ; 

Mr. Crprrserc. How far is this from the Atomic Energy Commis- 
sion ? 

Mr. Water1cH. This is 4 miles south, nearer to Washington. 

Mr. Ceprerserc. Do you have a liaison with the AEC in your shop? 

Mr. WatxeicH. We have a fair amount with the AEC, yes. 


EMPLOYEE REACTION TO MOVE TO GAITHERSBURG 


Mr. Preston. Dr. Huntoon, have you tested the reaction of your 
employees as to their feeling about going to Gaithersburg ? 

Dr. Hun'roon. Yes. 

We have first off surveyed, as I think you have been told earlier, the 
center of gravity of our population as it now exists in the plans for 
the original site selection. We find that the center of gravity of our 
population is around Chevy Chase Circle and that this particular site, 
of the sites that we could consider, involved the minimum amount of 
disruption. We know from conversations that there are people who 
are unhappy about the move. We like the present site very much, 
but it certainly cannot be expanded into the modern facility that we 
look for. 

There are others who like the idea very much. I am sure the pre- 
ponderance of the people are in favor of it. 

Mr. Preston. You are sure of that ? 

Dr. Huntoon. Yes. I cannot guarantee it. It is only a matter of 
what you get by talking to the people. 

Mr. Preston. Of course, you have before you the reaction of the 
Atomic Energy people as to how they felt when they went out. 

Dr. Huntroon. But our circumstances are very much different from 
theirs. The AEC is essentially an office-type operation. They are 
not an operating organization. They have extensive commitments in 
the downtown Washington area. Our people will be operating peo- 
ple working in laboratories. I would again like to refer that partic- 
ular question to Mr. Walleigh, who did some exploring out there. 

Mr. Wattetcu. I did a good bit of exploring. 

At the time we selected this site, we did make this population study 
at the Bureau to see where our people lived. We put each person on 
amap. Then we tried to select a site which would serve our purposes 
and which would be readily accessible to our people, and that is one 
reason we tried to find a site on the new Route 240. 

Most of the people can reach this site from their present homes 
within 30 minutes, on the new Route 240. 

Mr. Preston. The majority of them? 
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Mr. WatteiGu. Yes. Those who live in Virginia will be able to 
get there almost as fast as they can get to the Bureau at the present 
time, when this new Cabin John Bridge i is completed, which I under- 
stand will be placed under construction this spring, along the west 
leg of this Route 70, or 240, as it is called. 

‘[ had extensive discussions with the AEC people and I was assured 
by all of those that I talked with that the dissatisfaction was greatly 
overstated. This was before the publicity reached the newspapers. 

At the time that the publicity got into the newspapers, Secretary 
Strauss asked Dr. Astin to look into this matter and I went out at that 
time and talked to Admiral Foster, who is the General Manager. It 
is he who was quoted in the newspapers and he admitted to me that 
the principal problem for AEC was at the top levels of the organiza- 
tion, people like himself and the Commissioners, who had to come into 
Washington so often, so often that they maintain a headquarters in 
downtown Washington. They have some offices down here so that 
they can come into Washington if they lke. However, Admiral 
Foster said that he thought by the time we got out to Gaithersburg, 
that the road situation would have improved sufficiently so that trans- 
portation would be much less of a problem for us than it had been for 
them. We are certainly hopeful that this is the case. 

Mr. Bow. Will the gentleman yield? 

Mr. Preston. Yes. 

Mr. Bow. What is the public transportation out there? 

Mr. Wauvricu. There is none. 

Mr. Bow. So these people must all depend on their own cars or 
carpools ? 

Mr. WatieignH. The AEC, as you know, has subsidized bus trans- 
portation, but the bus companies have not been willing to run com- 
mercial buslines out there because it is just simply not attractive 
enough. There isn’t enough of that kind of business. 

Mr. Horan. Mr. Chairman, I live in the Chevy Chase area, and I 
know a lot of the people in the Bureau. Since you have to move out 
of the District for various reasons, I do not know where else you 
could locate it that is better than the location in the proposal before us. 

Mr. WatieicH. That is the feeling we have had about it. 

Dr. Huntoon. I think you have expressed, sir, the feelings of many 
of our staff very well: That we like our present site but, under the 
circumstances, we are in favor of moving out there. 

Mr. Bow. Mr. Chairman, for the sake of the record at this point I 
would like to say that I have been receiving a great deal of mail from 
employees of the Bureau of Standards complaining about this move. 
The only thing I have heard in favor of it has been at this committee 
table over the years. 

Mr. Horan. Mr. Chairman, might I ask Mr. Bow, did they have 
any other solution ? 

Mr. Bow. No. Nobody gave mea solution. I am just stating that 
we have testimony that most people want to go there, and I have let- 
ters from employees saying that they do not want to go—I want the 
facts. 

Mr. Watiricn. I would be very happy to add my complaint to it 
from a personal point of view. I would like to stay where Iam. I 
am 10 minutes from work. But I can see the future of the National 
Bureau of Standards makes the move necessary. 
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I thought I would show you the architect’s renderings of the build- 
ings as they are presently planned, mainly to show you the style. 
This is the boiler plant. It is just a simple brick structure. This 
is the cooling tower that would be associated with the air conditioning. 

This is the engineering mechanics lab. This part comprises the 
office and the general purpose laboratories. This is the high bay see: 
tion to house the large testing machines and deadweight machines. 

The architect plans red brick here and a light brick for the larger 
areas so there is not too much effect of a solid red. 

This is the radiation physics building which, as I say, to be depicted 
correctly will have to show as starting five stories underground. It 
will pick up this red brick for part of the structure and use the lighter 
colored brick throughout the balance of it. 

In essence the architect plans reinforced concrete structures at 
Gaithersburg with a brick facing. 


REACTOR REQUEST 


Mr. Preston. Dr. Huntoon, is there $9,700,000 for the reactor for 
the building alone? 

Dr. Hunroon. The entire facility, building and machines. Page 
30 shows what is included there, sir. 

Mr. Preston. It is $9,100,000 rather than $9.7 million. 

Dr. Huntroon. That is right, sir. 

Mr. Preston. So we are talking about $103,100,000 already. 

Dr. Huntroon. Yes, sir. 

MOVING COSTS 


Mr. Preston. We are not talking about what it will cost to move. 
Dr. Hunroon. The moving is included in this figure. Again it is 
shown on page 1047. 


CONTINUANCE OF CONNECTICUT AVENUE FACILITY 


Mr. Presron. One thing which concerns me is this: Since you have 
changed your idea about building this new facility all at one time and 
doing it piecemeal, what are your plans about giving up the Connecti- 
eut Avenue facility in terms of years? What do you envision? Are 
we to wind up with two facilities, one at Connecticut Avenue and one 
at Gaithersburg ? 

Dr. Hunroon. We want to move as fast as we conveniently can on 
this and we hope we will be able to ask for the entire remainder the 
next year. We do not contemplate running two facilities, one in 
Washington and one in Gaithersburg. We would like to get this 
done and completed and over with as expeditiously as possible. 


REQUEST FOR BALANCE OF FUNDS 


Mr. Preston. It is your plan to ask for the balance of the funds 
next vear ¢ 

Dr. Hunroon. Insofar as the other policies allow it, which I can- 
hot commit myself to, yes, we would like to. 

Might I turn this over tothe Department ? 

Mr. Moorr. We would like to. I don’t know what the answer will 
be, however. 





















Mr. Preston. If the Bureau of the Budget decides they will not ap- 
prove further construction at Gaithersburg we will wind up with two 
facilities. 

Mr. Moore. I think we are all committted, Mr. Chairman, to go 
ahead with it as rapidly as we can. These particular buildings are 
the essential ones. 

Mr. Preston. Why was this step-by-step plan put up ? 

Mr. Moore. These are absolutely essential to do the work the Bu- 
reau has to do as soon as possible. These are necessities, and because 
they were necessities we were able to get the $2314 million presented 
to you in this appropriation hearing. 

Dr. Huntoon. The boilerplant facility allowed for this is capable 
of supporting the whole planned facility. The Bureau of the Budget 
has gone along with this. 


EXPANSION OF BOULDER LABORATORY 





Mr. Preston. What are your plans for the Boulder Laboratory! 
Do you plan further expansion there ? 

Dr. Hunroon. I am sure there will be eventually. They are just 
completing a new wing out there now, as you know. There was new 
money given for this. 

That program at Boulder, supplying as it does basic information 
for the space program, certainly 1s one where we must envisage seri- 
ous expansion as time goes on. 

The kinds of services they supply are so essential and so funda- 
mental to upper atmosphere research that I think one has to con- 
template expansion. 

We are not in the process at the moment of requesting some. 

Mr. Preston. Mr. Bow? 


DISPOSAL OF CONNECTICUT AVENUE FACILITY 


Mr. Bow. On this building program contemplated at Gaithersburg, 
you will not be eliminating any of the facilities you now have up on 
Connecticut Avenue, will you ? 

Dr. Hunroon. When you move, you do not move exactly in kind. 

Mr. Bow. What I mean is this: Will we be able to dispose of any of 
the land on Connecticut Avenue by reason of this construction ? 

Dr. Huntoon. This will be turned over to the Public Buildings for 
either further Government use or 

Mr. Preston. That is not a direct answer. 

Mr. Bow. The original plan, as I understood it, was justified be- 
cause we could move to the new site and then sell the land that the 
Bureau of Standards now occupies for sufficient money to pay a great 
deal on the new site. 

Now, when you begin to take it this way, will there be any land that 
we will be able to dispose of when you move into these new buildings 
as the first step ? 

Dr. Hunroon. No: you mean out of the first package ? 

Mr. Bow. Right. 

Dr. Hunroon. No. 
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Mr. Bow. What we are doing here does not release any of the Con- 
necticut Avenue site for sale or use by any other Government agency. 
Is that right ? 

Dr. Hun oon. I think it would be inappropriate to do that at this 
time. 

Mr. Bow. Does it or not? 

Dr. Huntoon. We cannot. 

Mr. Moore. If I may answer that, yes; the unused land, if the 
Government so saw fit, could be sold now even with the Bureau of 
Standardsthere. I refer tothe perimeter. 

Mr. Bow. You will recall, Mr. Secretary, that when this originally 
was presented to us it was on the basis we were releasing a great deal 
of very, very valuable land which could be sold and the money revert 
tothe Treasury to help offset this expense. 

The question I am interested in now—and I realize we can sell 
the vacant land—is whether we are releasing anything now so we can 
go forward with the program of sale of property on Connecticut 
Avenue by reason of this stage construction ? 

Mr. Moore. There will be no buildings released by this first move. 
The vacant land you can do any time. 

Mr. Orcuste. If the program went ahead on a year-by-year basis, it 
would seem to me that within 3 or 4 years the whole thing would be 
available up there on Connecticut Avenue. There are about 60-plus 
acres involved, perhaps 70 acres. 

Mr. Watieten. On this question of the disposal of the Connecticut 
Avenue site, I know there have been applications made by other Gov- 
ernment agencies for the Connecticut Avenue site. Whether Public 
Buildings intends to renovate these buildings for office use—it costs 
much less to renovate them for office use—I do not know. Applica- 
tions have been made by other agencies. 

Mr. Horan. Mr. Chairman, I want merely to make an observation: 
Iam in favor of the move to Gaithersburg. I think it made sense to 
me when it was first presented. I know it will cost money. We have 
dealt with that through all these years. However, I personally feel 
that in this move there should be some savings reflected someplace, and 
I understand that the discussions are going on in that field at this time. 

I am very much in favor of having a definite program regarding 
this move and what the program is regarding that which is abandoned. 

I suggest Congress be kept aware of that as you move along, par- 
ticularly the chairman of this subcommittee and the ranking minority 
member. I know there is a keen interest in this thing and I feel a lot 
of the financing of this thing should be reflected through the budget. 

That is all, Mr. Chairman. 

Mr. Crepersere. Of course, this question of whether you will dispose 
of the Connecticut Avenue site is one which will take a lot of discus- 
sion. I can foresee the possibility that perhaps we should not dispose 
of that to private sale. We have many temporary structures people 
are working in. 

Mr. Horan. Possibly in cases where we are readying facilities at 
the present time, perhaps the Government could be relieved of that. 

Mr. Creprerserc. GSA should take a good, hard look at the possi- 
bility of using that before they decided to dispose of it. Sometimes 
it is wiser not to dispose of these facilities. 
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COST OF NEW SITE 


Did you purchase these 500-plus acres for $750,000 ? 
Dr. Hunvoon. Essentially. All but a few acres have been settled. 


TOTAL COST OF NEW FACILITIES 


Mr. Creppreerc. The $94 million reflected here is the total cost to 
move your present facilities to the Gaithersburg site, plus the Linac, 
deadweight machines, the laboratory for the cyclotron and fallout 
shelter. ‘That is your latest estimate; is that right? 

Dr. Hunroon. Yes. 

Mr. Preston. Not all of the present facilities. 

Mr. WauueicH. Yes, for $94 million. 

Mr. Creperserc. If you can do that you are doing reasonably well. 
I doubt if you can stay within that $94 million figure when you start 
to consider it cost almost $68 million for one office building here on 
the Hill. If you can do it I think you are doing well. I just do not 
believe you can do it. 

That is all I have, Mr. Chairman. 


ADDITIONAL PERSONNEL TO OPERATE NEW FACILITIES 


Mr. Preston. How many new people do you contemplate you will 
need to operate these new facilities at Gaithersburg when they are 
completed ¢ 

Dr. Hun toon. The ultimate total or this first phase ? 

Mr. Preston. The first phase. 

Dr. Hunroon. | think we contemplate something like 30 for Linae, 
so it will be 7 to 9 additional people, almost no change i in engineering 
mechanics, so I would say something like 10 or 15 additional people 

Mr. Preston. This will be operated principally by people who cur- 
rently work for the Bureau of Standards ? 

Dr. Huntoon. Yes. 
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Object classification 











| 1959 actual 


| 
1960 estimate 
































1961 estimate 
——_ —-—-— --—-—- — - | | —~ = 
NATIONAL BUREAU OF STANDARDS | 
G7 GReaer COIR TIA CONTIN oo a casecikincewcnccccnccdecccnd $572, 035 $660, 819 $854, 700 
ALLOCATION ACCOUNTS . e i ee ee 
2. ae ee tree laos eee et A Be 300 2, 200 
06 Printing and reproduction._....--_. sk da ha uasiaaRres tell Meaiioaimacioeeca eel 3, 300 6, 000 
i a ee mares 3, 918 85, 700 634, 200 
ap GRMN SR ce bain sees 34, 636 857, 400 900, 600 
OCR; GEROORTING POOONEE oink cic eck cccccccnnccenscans | 38, 554 946, 700 1, 543, 000 
Tk od 610, 589 1, 607, 519 2, 397, 700 
Costs financed from obligations of other years, net (—)-_.___- —41, 153 }........- es — 288, 200 
Obligations incurred for costs of other years, net. ..._.....-.-_|..-...--.---- EG MO Iscssanncensuee 
es 569, 437 2, 520, 719 2, 109, 500 
|= = —— ———— es =—= 
Costs are distributed as follows: 
National Bureau of Standards. -........................-- 572, 035 660, 819 854, 700 
General Services Administration........................-- 1, 835 946, 700 1, 543, 000 
BD Cetanatndn kee naenenesipbonnsseceacesksesssacbenhenese Bye eee an akc 


! | 


Mr. Preston. We shall insert at this point in the record pages 1007 


through 1011 of the justifications. 
(The pages referred to follow :) 


Summary of req 


utrements 








eC Dt gk Sd oc aad hohe el enbeuwewabacsehenkstekudeans $1, 715, 000 
Supplemental Appropriation Act, 1000.......................-..............- i 5 425, 000 
ahi pah ik hhiencncmneiekner oawetiank akin akemuueniseindeieuncuduk putiaaumerieneabnm us catuine 2, 140, 000 
Deduct: . 
ets iia tiie Et eh kk din oa eadeaea ak Soa wea C aa bed comb kw eetebiminn tintin mesial 100, 000 
et Soe neades LubessenuuccniedsseedeCaadeeasnasdecce 1, 535, 000 
IE SPL ON oe 005 eee oo oi haa agenscie ne pidwamcanneaeeeseakanenee 455, 000 
ee ii a re ee pl Sn ca utecbabbanenuancatiaas 2, 090, 000 
NN Soe alata se uibiiag odes nie Sauee monn eas eck Caen ea bhansnbanieoeusbbbabbeamnes r 50, 000 
Net difference, 1961 over 1960: 
Requirements Difference, 
ae ee 
or de- 
1960 1961 crease (—) 
adjusted estimate 
ND aie a nkenedereedeeasebdcsinnncaunentos $50, 000 $370,000 | +$320, 000 
RIEDEL 55s nabecidnsistewetwankuiiendaececaulpatemenuanut 700, 000 +700, 000 
ORR MENTIONS icc cccrarcccasenuueussusn | rinieeaceeen 930, 000 +930, 000 
SR RONG oe occa ctccecandcccccsces | 50,000 | 2,000, 000 1,950,000 1,950,000 
8, ae ee en ee ae ee nea em ee 2, 000, 000 


EXPLANATION 
Deletions 


OF LANGUAGE CHANGES 


“(72 Stat. 1711), in the purchase and improvement of radio propagation field 


sites, and”’. 


The previous statute reference has been codified. No authority to pur- 
chase and improve field sites is requested for 1961. 


“construction or”. 


Rearrangement of previous language. 


“ including not to exceed $1,215,000 for the full cost of additions to the radio 


laboratory building, $1,715,000”. 


The additions to the radio laboratory building are nonrecurring items 
for which no funds are requested for 1961. 
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“For an additional amount for ‘Plant and facilities’, including purchase and 
improvement of a radio propagation field site, without regard to the monetary 
limitation in the Act of September 2, 1958 (15 U.S.C. 278), acquisition of 
rights-of-way and construction of necessary access roads, and expenses of re- 
locating equipment to such site, $425,000, to remain available until expended”. 

This language in the Supplemental Appropriation Act, 1960, made funds 
available for nonrecurring items. 

“Section 1 of”. 

To indicate pertinent section of authorizing legislation. 

“(15 U.S.C. 278d-—278e),”. 

The former Statute at Large reference has now been codified. 

“construction,”’. 

Rearrangement of previous language. 

“alteration, or emergency repair”. 

This addition assures that funds appropriated for the facilities activity 
are not limited to use for construction and improvements projects. 

“. in the design of a nuclear research reactor and associated laboratories; and 
in the procurement and installation of special research equipment and facilities 
therefor ; $2,000,000”. 

This budget requests funds for design of a nuclear reactor and laboratory ; 
for procurement and installation of a long-beam atomic frequency standard ; 
and for a specialized scatter radar transmitter, antenna, and auxiliary 
facilities to be used in ionospheric research. 


Summary of estimated obligations by activity 














Actual, 1959, Estimate, 1960, Estimate, 1961 
adjusted adjusted 
Average A verage A verage 
number of Obligationsnumber of| Obligations number of| Obligations 
| positions | positions | positions 
eae haa icin pec ase eae Dine ee ae ical tegl Seeders | ee 
Facilities: 
Improvement and modifica- 
SNS car cetesaceads ba 5.7 $132, 745 | 9.1 $226, 301 5.9 $200, 000 
Emergency heating plant re- 
Eiki nnanannansswesensee> Sl ictucne—cnl kine ees I pcaenaiadalesbsngs | sco aide he hain aes leche proaions 170, 000 
- én !. * ad - 
Total facilities. ..........-- 5.7 | 132, 745 | 9.1 226, 301 | 5.9 370, 000 
Construction: Reactor design and | | 
I vn ccsiwstascaiinnnnsccs 


Ea shouts conn wnsac| sean sasascanfeesesesan 698, 000 


Special equipment: | | 
Scatter radar transmitter. - --.- | | | 535, 000 





Atomic frequency standards. ..-_|-........-]------------ Maceughaedlecntecahamal fenopentaes 380, 000 

ail alas os erm einicatiearemeliai 

Total special equipment- ----- Lee Pee ceca aa as icmwae I ancien arenes Pecans ot acai 915, 000 

Total obligations............--|  5.7| 132,745| 91] 226,301| 5.9| 1,983,000 
Unobligated balance brought for- | | 

“ward... ala a I i —25, 546 |...-. ie E76 O01 | .ncicmsaqel onnantiodouda 
Unobligated balance carried for- | | 

SUE coteccaaicaaudaccdseecen Bi 176, 301 | sins eile lai cece 17, 000 














| s a 


Total appropriation...........}.......... 283, 500 | hiaeunwend Wey GO Bcc ct aus 2, 000, 000 
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Summary of estimated obligations by cost component 


Actual, 1959, Estimate, 1960, Estimate, 1961 
ijusted vdjusted 
A verage A verage |} Average 

number of Obligations!number of} Obligations}num ber of| Obligations 

positions positions |} positions | 
Labor 4.6 $25, 488 7.6 | $42, 400 | 4.9 | $28, 100 
Other objects : 99, 054 |-.-- 170; 208 foci. | 1,946, 100 
Bureau overhead 1.1 8, 203 1.5 | 13, 700 | 1.0 | 8, 800 
Total obligations 5.7 132, 745 9.1 226, 301 5.9 | 1,983, 000 

Unobligated balance brought for- 
ward — 25, 546 —176, 301 |...-.. Seti meee : 

Unobligated balance carried for- | | 
ward ae 176, 301 t 17, 006 
Total appropriation _-- 283, 500 50, 000 ae 2, 000, 000 





1 Pro-rata share of administrative and maintenance program. 


Mr. Presron. On “Plant and equipment” would you comment or 
those items other than the $700,000 we have already talked about? 

Dr. Hunroon. Items other than the reactor. The plant and facili- 
ties appropriation will provide for five distinct items under three 
activity headings. I would like to discuss each one briefly, omitting 
the one on the reactor that we have already discussed. 


IMPROVEMENTS AND MODIFICATIONS 


First we are asking for $200,000 for our improvements and modifi- 
cation program. This includes two kinds of projects: Those minor 
improvements or construction projects that will increase the capital 
value of the NBS plant and which therefore must be financed from 
a special appropriation, and those modifications or deferred main- 
tenance projects that are too large to be included in the regular 
Bureau overhead program. 

I must point out here that we are running the Bureau facility and 
it is necessary to make minor improvements and modifications to keep 
that thing going effectively and in gear with the times of science 
as we best can within that facility. 

We must do this until such time as we can move to Gaithersburg. 

The Boulder facilities are imvolved, too, which need minor 
modifications. 

It should be noted that some of the action now needed at the Wash- 
ington laboratories was deferred earlier with the hope replacement 
would preclude that necessity. However, we must get going on some 
of them. This is my comment with respect to the $200,000 facilities 
activity. improvements and modification. 


REPAIR OF HEATING PLANT 


We are also asking for $170,000 to repair the heating plant. It 
almost put us out of commission last winter and we are hoping we can 
squeeze through this one. The equipment is so old and so obsolete 
that getting repairs is extremely expensive. Parts are no longer 
available as market items, and studies have shown, we can give you 





mor 
rep! 
that 

M 


con 
Ser 
the 
T 
hav 


M 


was 
] 
inet 
tha 
the 
an { 
tor’) 
new 
may 
wh 
owl 
\ 
] 
fre 
fre 
try 
sta 
71 
an 
Lal 
in 
sph 
anc 
ach 
we 
ma 


pm) gd eed 


bel 


pri 


Bu 
Hai 
are 








309 


more information if you wish, it is more economical to proceed to 
replace the heating plant than - keep bolstering it up by this or 
that ae: 

Mr. Curistetier. This question of replacing the heating plant and 
converting it to oil has been discussed with the Public Buildings 
Service who would presumably have responsibility when we vac: ate 
the premises. 

They have concurred in the plan and recognize the problem we 
have been hav ae in operating the present facilities. 

Mr. Preston. Go ahead on this, please. 


ATOMIC FREQUENCY STANDARD 


Dr. Huntoon. The other thing I wanted to call your attention to 
was tne need for an atomic frequency standard at Boulder. 

Dr. Brown. Dr. Huntoon yesterday indicated the general need for 
increased accurac y in our frequency standards. It would appear now 
that the most promising of the newer type frequency standards is 
the cesium beam, atomic frequency standard. For this we now have 
an atomic beam frequency standard which we built in our own labora- 
tory which gives accuracy on the order of a few parts in 10%. This 
new equipment we believe will give accuracy to about one order of 
magnitude better. It will be built probably by the National Co. 
which made the only commercial cesium beam equipment, under our 
own specifications. 

Mr. Presron. All right, Doctor. 

Dr. Hunroon. This radio standard is the national standard of 
frequency and must, of necessity, be as good or better than any of the 
frequency standards throughout our scientific activity and our coun- 
try in order to be able to serve as the national reference frequency 
standard. 

The other item of these five is the scatter radar item. Here we have 
an example of a breakthrough which has been made at the Boulder 
Laboratories. It is possible, by using radar techniques, as I mentioned 
in the earlier testimony, to probe the structure of the upper atmo- 
sphere, the electron structure in the ionosphere, do it from the ground 
and from the ground look at the back side of it. This is quite an 
achievement. Prelimin: ary experiments have shown it will work and 
we are now asking for the funds to build such an installation near the 
magnetic equator in Lima, Peru. 

If you care for more details again we can ask Dr. Brown. 

Mr. Horan. We have activity ‘down there now, do we not ? 

Dr. Huntoon. Yes. 


FIRMNESS OF CONSTRUCTION ESTIMATE 


Mr. Presron. Get a statement for the record as to Mr. Palmer’s 
belief that these buildings can be built within the limits of this appro- 
priation requested. 

(The statement referred to follows:) 

The Public Buildings Service has been working closely with the National 
Bureau of Standards and the architects, Voorhees, Walker, Smith, Smith, and 
Haines, in the detailed planning and design of the new facilities. Although we 
are not able to comment on the estimates relating to the purchase and installa- 
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tion of research equipment, we can comment on the estimates for design and 
engineering, land acquisition, and construction. 

It is difficult to make an unequivocal statement concerning the construction 
estimates because these are very unique facilities and the buildings are at vary- 
ing design stages at present. It is our belief, however, that the estimate of $73,- 
895,000 for that portion of the program within our preview is realistic. The 
total includes our best estimates for those buildings that have reached a design 
stage that permits precise cost estimates. For the remainder of the buildings, 
the total includes order of magnitude estimates that appear to be reasonable. 

It is very evident that there will continue to be changes in design features 
and research requirements that will change some of the individual estimates as 
the design work approaches completion. We believe, therefore, that the most 
significant element affecting the continuing validity of the current estimates is 
the strong determination of the National Bureau of Standards to hold the re 
placement program within these estimates. They are aware that this may com- 
pel some compromises in the final design of some of the facilities, but that the 
design work has proceeded far enough to assure that such compromises are 
likely not to be of major significance. 

It should be noted that one cost element is out of the control of NBS and 
PBS. The present estimates are based on the construction prices that prevailed 
as of August 1959. Changes in the construction cost index between that date 
and the date of submission of the remaining construction budget will, of course, 
result in changes in the overall estimates. 

Mr. Preston. Any questions on this matter of plant and facilities? 

Mr. Horan. I would like to have it straight about how much we 
have already appropriated, Mr. Chairman. 

Dr. Huntoon. Nothing. 

Mr. Preston. This is all new. 

Further questions on this item ? 

(No response.) 

Mr. Preston. So far as I know, gentlemen, unless something comes 
to mind later, that will conclude the hearing on the Bureau of Stand- 
ards. 

Dr. Hunroon. Thank you very much, sir, for the opportunity to 
present this. 

Mr. Preston. We have enjoyed your presentation very much. 
Thank you, Doctor. 


Tuurspay, JANUARY 14, 1960. 


UNDER SECRETARY FOR TRANSPORTATION 


WITNESSES 


HON. JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 

HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINIS- 
TRATION 

OSCAR H. NIELSON. DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next group of items are the transportation acti- 
vities. 

Before proceeding with the various appropriations we would like to 
hear from our distinguished former a the Under Secretary 
of Commerce for Transportation, Mr. John J. Allen, Jr., who during 
his service in the House was quite an authority on maritime matters. 
Mr. Secretary, do you have a prepared statement ? 
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Mr. Auten. Mr. Chairman, I have a prepared statement which I am 
prepared to read, to highlight, or submit for the record. 

Mr. Preston. What is your wish, Mr. Secretary ? 

Mr. ALLEN. Submit it for the record and call attention to the points 
I think are noteworthy. 


GENERAL STATEMENT 


Mr. Presron. Very well. We will insert it in the record at this 
oint. 
(Mr. Allen’s statement follows :) 


Mr. Chairman and members of the committee, the Secretary has already testi- 
fied before you regarding the present status of the transportation study. There 
will no doubt be a great deal of consideration, discussion, and further planning 
before the findings of the study can be reflected in a budget program to the 
Congress. Accordingly, the estimates for the transportation area of the Com- 
merce budget are based on policies and program levels heretofore prevailing. 

I should like to highlight for you at this time some of the program accomplish- 
ments and future needs for the Bureau of Public Roads, the Maritime Adminis- 
tration, the Coast and Geodetic Survey, and the Weather Bureau. 


BUREAU OF PUBLIC ROADS 


The Federal-aid highway program provides for grants to the States for the 
construction and improvement of the National System of Interstate and Defense 
Highways, the primary and seconday highway systems, and extensions of the 
primary and secondary systems into urban areas. The interstate program was 
authorized by the Federal-Aid Highway Act of 1956 and subsequently amended 
by the acts of 1958 and 1959. Authorizations for the primary, secondary and 
urban programs are contained in the biennial highway acts. In this connection 
the Department will submit a draft bill to this session of Congress to provide 
for primary, secondary, and urban authorizations for the fiscal years 1962 and 
1963. 

Substantial progress has been made since the beginning of the expanded 
program on July 1, 1956, to January 1, 1960. Contracts have been advertised 
and funds obligated for preliminary engineering and right-of-way acquisition 
for the interstate program during this period at a total cost of $7.011 billion, 
including $6.012 billion of Federal funds. These contracts involve improve- 
ment and work on 9,109 miles of interstate highways. During this same period, 
interstate projects involving 5,793 miles have been completed at a total cost 
of $2.335 billion, including $1.960 billion of Federal funds. 

For the ABC program, including the special authorization under the 1958 
act of $400 million, contracts have been advertised and funds obligated for pre- 
liminary engineering and acquisition or rights-of-way during this period totaling 
$6.382 billion involving $3.386 billion of Federal funds. These contracts provide 
for construction or improvement work on 89,174 miles of highways. Since 
July 1, 1956, construction has been completed on 94,493 miles at a total cost 
of $5.646 billion of which $2.978 billion was the Federal share. 

The Federal-Aid Highway Act of 1958 provided increased authorizations for 
the interstate program of $200 million for fiscal year 1959 and $300 million for 
each of the fiscal years 1960 and 1961. This act also provided a special authori- 
zation in fiscal 1959 for the primary, secondary, and urban programs in the 
amount of $400 million and $115 million as an advance to help the States finance 
the projects under this special authorization. The 1958 act also suspended the 
provisions of section 209(g¢) of the Highway Revenue Act of 1956 for the 1959 
and 1960 authorizations and directed the Secretary to apportion immediately 
the increased authorizations for fiscal year 1959. 

The consequence of the action taken as a result of the directives contained 
in the 1958 act was an imbalance between revenues accruing to the highway trust 
fund and the expenditure requirements of the fund. 

Since the administration’s proposal for a 1% cent per gallon temporary in- 
crease in the motor-fuel tax effective July 1, 1959, was not accepted by the Con- 
gress, and the final action provided for only a temporary 1 cent per gallon in- 
crease effective October 1, 1959, plus a transfer of part of the excise taxes on 








312 


automobiles and accessories and parts for a 3-year period starting with fiscal 
year 1962, the program could not be continued at the rate authorized for fiscal 
years 1961 and 1962. The Highway Act of 1959 amended the 1958 act to reduce 
the interstate authorization for fiscal year 1961 from $2.5 billion to $2 billion, 

However, in view of the reduced revenues provided by the 1959 act, only 
$1.8 billion of the $2 billion authorized for the interstate program for fiscal year 
1961 could be made available to the States. The Secretary apportioned the 
1961 authorization on Ocotber 8, 1959. It is anticipated that only $2 billion of 
the $2.2 billion authorized for fiscal year 1962 can be apportioned under the pay- 
as-you-go provisions of the Highway Revenue Act of 1956. In addition, because 
of increased authorizations for 1959 and 1960 and the temporary suspension of 
section 209(¢) of the Highway Revenue Act of 1956, it will be necessary to limit 
obligations in fiscal years 1960 and 1961 in order that there will be sufficient 
funds on hand in the highway trust fund to liquidate prior obligations as. well 
as those obligations to be incurred in fiscal years 1960 and 1961 promptly upon 
submission of vouchers by the States. 

A reimbursement planning schedule was developed and placed in effect on 
October 6, 1959, which provides for an orderly scheduling of obligations during 
fiscal year 1960 so that the Federal Government may meet promptly its obliga- 
tions to the States and at the same time adhere to the self-financing principle 
upon which the expanded highway program was established. The procedure 
ealis for a State-by-State ceiling on obligations that may be incurred during 
specific periods of the fiscal year for which the States may expect prompt reim- 
bursement. The schedule has been developed so as to provide for incurring the 
maximum amount of obligations for which prompt reimbursement can be made 
from highway trust fund revenues expected to be available during fiscal year 
1960, 

Obligations for fiscal year 1960 for which the States may expect prompt reim- 
bursement will be limited to $2.7 billion, based on $900 million (the amount 
authorized for fiscal year 1960) for the ABC program and §1.8 billion for the 
interstate program. Under the reimbursement planning schedule, obligations for 
fiscal year 1961 will be limited to $2.874 billion, based on $874 million for the 
ABC program (the amount authorized for fiscal year 1961 less one-half of the 
temporary advance authorized by the 1958 act) and $2 billion for the interstate 
program. 

Within the availability of funds apportioned to them, the States may incur 
obligations over their proportionate share of the reimbursement planning sched- 
ule provided they agree to defer claim for reimbursement until there is sullicient 
balance in the trust fund to make such reimbursements. 

The effect of the reimbursement planning program is reflected in the expendi- 
ture estimates for the 2 fiscal years involved. It is anticipated that there will 
be a balance of $9 million in the highway trust fund as of June 30, 1960, and 
this balance is expected to increase to $105 million by June 30, 1961. 

It will again be necessary to provide an advance from the general fund to 
meet promptly the request for reimbursement submitted by the States during 
the course of the fiscal year. The advance will be required in July of 1960 and 
will be repaid in full prior to June 30, 1961, from revenues accruing to the 
trust fund. 

The request for fiscal year 1961 for the general administrative expenses 
limitation is $29.9 million, an increase over the amount authorized for fiscal year 
1960 of $400,000. After adjustment for mandatory increases and nonrecurring 
items, the increase for fiscal year 1961 is $1,234,000 over the 1960 adjusted limita- 
tion. The increase provides the full year cost in 1961 of items financed for only 
a part of fiscal year 1960, and for such additional positions in the field and 
Washington offices of the Bureau of Public Roads as are necessary to conduct 
promptly the project reviews and related work. 

The budget for fiscal year 1961 again proposes to finance the forest and public 
lands highways programs from the highway trust fund. Draft legislation to 
carry out this proposal was submitted to the Congress on June 2, 1959. The De- 
partment is hopeful that the proposed legislation will be considered in the 
current session and that it will receive favorable action. In anticipation of 
enactment of this proposed legislation the estimates provide for transferring 
financing from the general accounts to the highway trust fund. 





Au 
some 
area- 
side 

Fr 
and | 
today 
tomo 
stabi 
porté 
farm 
worl 

Wi 
with 
reac] 
mucl 
vines 
alre: 
ship: 
TO ¢¢ 
con] 
cone 
june 
invo 
for « 
aspe 
and 
this 
min 
and 

7: 
our 
of t) 

A 
wit! 
tion 
hee! 


ing 


P 
vide 
Sins 
sior 
and 
eres 
T 
era 
air 
T 
pro 
per 
1 
cha 
era 
cha 
das 
7 
rap 
anc 
oce 
lim 
ma 
equ 








313 
MARITIME ADMINISTRATION 


Augmenting what the Secretary has already stated I would like to contribute 
some of my own observations on this very essential segment of the transportation 
area—an area which I have been associated with not only from the executive 
side but for many years from the legislative side. 

From the executive side I find myself faced with the day-to-day operations 
and the cold hard facts of seeing to it that the programs we are talking about 
today must be executed in the most efficient, feasible, and economical manner 
tomorrow. I become more impressed by the importance and degree of economic 
stability that the Maritime Administration introduces to this far-reaching, im- 
portant, and ever-moving industry which begins not at the docks, but on the 
farms and in the mills and in the factories throughout the country and the 
world. 

We have presented estimates for construction subsidy to build in cooperation 
with private enterprise 14 new modern ships to replace vessels which have 
reached the statutory limit of competitive usefulness. While these vessels are 
much more modern and efficient than those built even last year, we are con- 
vinced that through research and development programs, some of which are 
already in progress, and others that are to be launched, we will be able to build 
ships which can be even more efficiently operated as well as safer in the years 
tocome. We believe that the research planned will give us the answers to more 
‘competitive nuclear systems for ocean transportation, advanced ship design 
concepts, the feasibility of hydrofoil craft, and cargo handling research in con- 
junction with the maritime cargo handling conference. Recent accidents at sea 
involving collisions between modern, well-equipped ships indicate the urgent need 
for development of anticollision devices for safety at sea. We plan to study all 
aspects of this problem which include radar data Computers, radar transponders 
and reflectors, improved light systems, and other new scientific equipment. In 
this connection, I might add that during the past 3 years the Maritime Ad- 
ministration has been conducting training of ships officers in radar techniques 
and operations. 

The funds requested for operating differential subsidies are estimated to keep 
ur payments to the operators on a substantially current basis, especially in view 
if the completion of final audits of many of the subsidized lines. 

At the Merchant Marine Academy we intend to continue the current programs 
with increased emphasis on modernization and rehabilitation of the instruc- 
tional facilities and equipment and at the State marine schools allowance has 
been made for an increase in enrollment and maintenance and repair of the train- 
ng vessels which are on loan to them from the Federal Government. 


COAST AND GEODETIC SURVEY 


For more than a century and a half the Coast and Geodetic Survey has pro- 
vided nautical charts, tide and current data, and geodetic control information. 
Since 1926 it has provided aeronautical charts of the United States and posses- 
sions, and earthquake information. All of its services directly aid commerce 
and industry, help to meet the requirements of national defense, and contribute 
greatly to our national scientific effort. 

The funds requested for fiscal year 1961 will continue the long-established pro- 
grams und provide increases in the area of surveys and charts for marine and 
iir navigation, geodetic control, and earthquake investigation. 

The constantly increasing demand for the nautical and aeronautical charts 
produced by the Coast and Geodetic Survey is reflected in the more than 100 
percent increase in sales during the past 10 years. 

The salaries and expenses appropriation request includes, under surveys and 
‘tharts for marine and air navigation, increases for nautical charting, hydro- 
graphic and oceanographic surveying, geomagnetic observations, aeronautical 
charting and the acquisition and development of area and facilities for a ships’ 
base at Norfolk, Va. 

The recent report of the National Academy of Sciences Committee on Oceanog- 
raphy points out the vital need for a stepped-up national oceanographic program 
and recommends Coast and Geodetic Survey participation on a major scale. The 
oceanographic effort of the Coast and Geodetic Survey in the past has been 
limited to collection of those types of oceanographic data actually required for 
marine charting and navigation purposes. By adding specialized oceanographic 
equipment to adaptable vessels, many of the urgent needs for oceanographic data, 
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as stated by the National Science Foundation, Committee on Oceanography, will 
be met. 

Also, an adequate ships’ base on the east coast is an important requirement 
with the projected acceleration of oceanographic activities plus the expansion of 
the nautical charting program along this coast. 

The rapid expansion and changing character of the Federal airways naviga- 
tion system has generated substantial needs for new charts, revision of old 
charts, additional airport obstruction and related aviation surveys. Expansion 
of this program is necessary to meet the demand of the users of modernized and 
improved air navigation and air traffic control facilities. Language in the 
Federal Aviation Act raised the possibility that FAA might establish aeronau- 
tical charting facilities duplicating those of Coast and Geodetic Surveys, result- 
ing in additional cost to the taxpayer and potential charting inconsistencies. To 
avert such possibility we met with FAA on December 14 and agreement was 
reached wherein FAA would look to the Coast and Geodetic Survey for the pro- 
vision of all civil and joint civil-military aeronautical charts. 

The increasing national emphasis on research and development makes it im- 
portant that the special competence of this bureau be utilized for the continued 
advancement of our scientific and technological efforts as related to the Nation’s 
economy and defense programs. 

Some expansion in the fields of gravity and astronomy and seismology is re 
quired. Mandatory increases for the cost of additional commissioned officer re- 
tirements and the cost of the Federal Employee Health Benefits Act of 1959 are 
also needed. 

The construction and equipping of a first-class seismological laboratory is 
needed for the development, testing, and calibrating of seismological instruments 
and for studying methods of locating nuclear explosions and evaluating earth- 
quake data. 

The recent comprehensive condition survey indicated the obsolescence, over-age, 
and continued deterioration of most of the bureau’s fleet and recommended a 
replacement of most of the ships within 6 years or less. Funds are requested 
in 1961 for the construction and outfitting of three modern surveying vessels for 
the conduct of surveys needed for an adequate nautical charting program. 


WEATHER BUREAU 


Weather and climate rank among our greatest natural resources. They also 
cause many of our great disasters. Storms, floods, drought, and blizzards exact 
enormous tolls on our economy and the well-being of our people. The forecasts, 
warnings, and weather intelligence provided by the Weather Bureau very sub- 
stantially reduce these losses. Hurricane and tornado warnings Save many 
lives, flood warnings and individual agricultural weather forecasts often repre- 
sent many millions of dollars in saved property and crops. 

An interesting report by the Agricultural Extension Service of Mississippi re- 
cently came to my attention concerning the cooperative program which was es- 
tablished in the Mississippi Delta area last year. This report was based on a 
survey of the 10 all-delta counties. It stated that, as a result of the specialized 
forecasts issued in March 1959, the farmers avoided the waste of early planting 
of some 200,000 acres of cotton (at a cost of over $1,120,000) which would have 
been damaged or destroyed by subsequent cold weather. 

Aviation, of course, has great need for weather information. The thunder- 
storms, tornadoes, blizzards, rainstorms, winds, fog, etc., which often exist in 
the airspace through which our planes fly, create serious hazards for aircraft op- 
erations and greatly complicate traffic control. The Weather Bureau has de 
veloped a 5-year plan of improvements to meet the needs of our expanding air 
commerce and for 1961 is requesting funds for the second stage of this plan. 

The 1961 improvements will be concentrated on the terminal weather problem 
in order to get the planes down out of the air safely and efficiently and on im- 
provements in collecting upper air data to assist flight planning and traffic con- 
trol. Through cooperation with Air Defense Command, radar weather surveil- 
lance of severe storms will also be extended. Although planned primarily to 
aid aviation, these improvements will directly benefit the general weather fore- 
casting and public weather service activities. 

The 1961 program also includes establishment of a new flood forecasting center 
for the west gulf and Rio Grande Valley. This center will provide improved 
forecasts and warnings to an area subject to frequent damaging floods. 
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The Bureau plans to start a 3-year decennial census of climatology in 1961. 
This project includes the updating and publication of the climatological sum- 
maries and statistics which the Bureau prepares and will be of great value for 
such purposes as water resources planning, airport design, storm risk insur- 
ance, agricultural planning, ete. 

All of these things will contribute substantially to the Nation’s economy and the 
safety of the people and I urge that they be approved. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


You will note that no funds are included for the Defense Air Transportation 
Administration in the Commerce budget. This is in accordance with desires 
of the Appropriations Committee that funding for mobilization activities be 
handled centrally through the Office of Civil and Defense Mobilization. Accord- 
ingly, estimates for continuation of DATA functions will be presented by the 
OCDM, although discharge of this important program will remain in Commerce 
and within my assigned area of responsibility. 


ST. LAWRENCE SEAWAY 


The program and budget estimates for the St. Lawrence Seaway will come 
up for hearings before this committee at a later date. I shall, of course, be 
present at that time for such participation as the committee may desire. 

This concludes my statement. I and my associates will be pleased to provide 
you with such further information as you may desire. 


(Discussion held off the record.) 


INADEQUACY OF MARITIME SHIP REPLACEMENT PROGRAM 


Mr. Preston. Mr. Secretary, I am concerned about the failure on 
the part of the Commerce Department and the Bureau of the Budget 
to request funds to adequately replace obsolete vessels in our mer- 
chant fleet. 

I notice that you assign as the reason for not doing this the matter 
ofresearch. Is that the only reason ? 

Mr. Atten. No, sir. I share your concern. As you know, I have 
had quite a history over the past years of concern with the maritime 
facilities. 

I now have the same concern but with some other factors added 
to it. 

The size of the facility should be governed by the requirements for 
commerce and defense. The best information I can get is that at the 
top levels of the Defense Establishment the problems are so much in 
the course of change that a definite estimate of the defense needs can- 
not be made available now, either on the low or the high sides. 

On the commercial side there are two factors—there are those who 
use the ships en route to cargoes, and there is the general public inter- 
est in having a number of ships in an American facility for the wel- 
ware and protection of our own commerce. 

So far as I know, there is no estimate of the commercial needs from 
that latter standpoint, and the estimate of the needs on the part of 
those who use the ships directly is, of course, determined in the ordi- 
nary course of commerce but what they actually require, so I think it 
is true that there is no estimate of what the needs are upon which you 
could make a budget request. 

Going back to the building of ships, there we have long favored the 
principle that there should be a shipbuilding and ship repair industry 
in being. In some ways I think the industry is in better condition 
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than in any of the 15 years I have observed it. For the first time in 
peacetime on the Pacific coast. starting with Seattle and going down 
through Portland and the San Francisco and Los Angeles and San 
Diego areas, coming around to the gulf to New Orleans and Pasca- 
goula, coming up through Norfolk and the Delaware River and going 
up into Quincey, I think every yard is busy to an extent that the nu- 
cleus of managements which are essential for expansion are preserved. 

As to number of ships, the only estimate I ever heard which was 
based on some semblance of research indicated, and this was some 6 
or 8 or more years ago, that a proper number of people working on con- 
struction in the various yards as a mobilization base should be 3¢ >,000. 

That envisaged the construction of 60 ships a year to keep them 
busy. 

Now we have a program which has leveled off at about 14 or 15 
ships which is a quarter of that, keeping about 9,000 in construction 
of the approximately 50,000 total that are working in the private 
yards. 

Therefore, generally speaking, we have a very evenly distributed 
base, and if we knew the other figures as to defense requirements we 
might or might not have a sufficient base. That is one type of thing 
that enters into this consideration. 

I would start on the high side from a personal standpoint, but when 
other budgetary matters are considered I cannot say that the decision 
is wrong not to have a larger number of people working or a larger 
number of ships under construction under the subsidy program. 


FISCAL CONSIDERATIONS 


Mr. Preston. To what extent did fiscal considerations enter into 
this decision, Mr. Secretary ? 

Mr. Aten. In the first place I cannot answer that very well because 
that is not my department ina sense. My function is more to consider 
the request and see whether the request is in line with the program. 

If we were certain that we wanted to build a fleet of 300 subsidized 
ships and replace those that are already under subsidy it works out 
something like 25 ships a year, and if you miss a year you might add 

it on to the next. to overcome both the block obsolescence and to get the 
complete fleet prepared or replaced on a schedule which will level off. 
Fourteen ships obviously will not do that. 

I suppose if we built 25 or 30 last year and the year before we could 
continue on a level of that nature, but there I suppose the budgetary 
considerations were as much or more the reason for the thought we 
should continue shipbuilding on our present level. With what I know 
about it, and I think I know quite a bit about it, I cannot say that the 
balance is wrong in saying there should be 14 ships a year of sub- 
sidized construction along with whatever other shipbuilding there is 
in private or public yards. The employment is around 100,000 and 
it has not varied very much over the last 5 or 6 years if I recall the 
American Bureau of Shipping Report correctly. 


NUMBER OF SHIPS RECOMMENDED FOR REPLACEMENT 


Mr. Preston. Let us see who is reponsible for this decision. How 
many ships did you recommend be replaced in fiscal 1961? 
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Mr. Nrevson. Mr. Chairman, we eee 

Mr. Preston. I am talking about the Under Secretary of Com- 
merce now, Mr. Nielson. 

How many did you recommend to the Secretary, Mr. Allen? 

Mr. Auten. It didn’t work that way, Mr. Chairman. We discussed 
the matter and it got down to the place where I went along with 14. 

Mr. Preston. How many did you want 4 

Mr. AuLen. I wanted a leveled program considering it from the 
transportation side as I he a known it and without any changes in the 
views of defense. I would have gone along with a program which 
was conceived 5, 6 or 7 years ago of getting up toa replacement which 
would eliminate bloc obsolescence and re} jlace the e xisting fleet. That 
would have been around 25 to 30 ships. 

Before that crystallized there was dispute as to the requirements of 
defense, there were discussions, and I was not in any position to say 
that 14 was not right. 

I think before it got to a final submission it went over 14 but Mr. 
Nielson knows more about that. 

Mr. Presron. How many did the Commerce Department request 
of the Bureau of the Budget, Mr. Nielson / 

Mr. Niretson. The Commerce Department requested transmittal of 
26 ships at approximately $344 million. 

Mr. Presron. And the Bureau of the Budget cut it back to 14? 

Mr. Nretson. That is the Bureau of the Budget’s figure, 14. 

Mr. Preston. Mr. Moore, a you something you want to say ? 

Mr. Moore. As I remember we could not absolutely justify the 
26 shops from the defense celaoint That had something to do 
with it. 

Mr. Preston. Something, yes, but not everything. We are still 
trying to mat intain a ¢ ‘rompetl itive merchant marine fleet. 

Mr. Moore. We had always been justifying many of these things 
on Department of Defense requirements 


RESPONSIBILITY FOR REDUCTION IN NUMBER OF SHIPS IN REPLACEMENT PROGRAM 


Mr. Preston. I simply want the responsibility to rest somewhere 
when the time comes that we do not have them and they are needed. 
I want the record to show who is respon sible for it. 

fam glad to know that you took to the Bureau of the Budget a 
figure which would support. a replacement of 26 ships. 

We have upper space activity a billion dollars in one swoop without 
qubbling or asking any questions. It was the President’s decision. 
daresay it will stand up. That involves rockets, missiles, and so on. 
[said “space.” Perhaps I should have said “missiles.” 

Yet we strain and cannot swallow a replacement of 26 ships. It 
comes back to an arbitrary figure of 14 simply because that is the same 
amount we had in fiscal year 1960. 

There is nothing logical that you can say to support the figure of 
lf other than that that is the same number replaced in 1960. 
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ADMINISTRATION OF THE WEATHER BUREAU 


Mr. Preston. Mr. Secretary, since you have been Under Secretary 
for Transportation in the Department of Commerce have you had a 
fair opportunity to look into the operation of the Weather Bureau? 

Mr. Aten. I have tried to as much as you can in a year. I started 
the practice of attending their staff meetings once a month, taking 
my own staff members over to that meeting. I went through the 
facilities in and near Washington, part of them, with the Chief of 
the Weather Bureau, and I have made it a practice when I have gone 
around the country for one purpose or another of trying to see the 
Weather Bureau installation wherever I have been, so I suppose that 
I have seen 15 or 20 Weather Bureau installations from Alaska to the 
east coast down as far as San Diego. I tried to see Miami yesterday 
but the building is so big that I would have missed the plane by the 
time I got to it and back, so I missed that. 

I would say I have had a fair opportunity to look at what they 
are doing in the fields in which I have contacts and have some under- 
sti inding. 

I have read a tremendous amount about them just in the reports on 
legislation and the variety of requests that come tome. For the time 
I have been there I have had a fair opportunity. 

Mr. Preston. Have you reached any conclusion as to the desirability 
of changing and improving the administrative procedures in that 
agency ¢ 

Mr. Auten. No, sir, I have not. I knew of the concern that had 
been expressed. I have heard it said it is a one-man agency. I heard 
other things said, but when I looked it all over I could not see where 
I could improve it. 

I have checked, incidentally, with the two officers who have been in 
the Weather Service of the Navy, once had lunch with the Chief of the 
Weather Bureau and Captain Tatom so we could discuss overlapping. 
I heard a discussion of it at the staff meeting. From what I could 
gather, both from the private discussion with the Chief of the Weather 
Bureau and in discussions with the Navy people, things were in rela- 
tively good shape. There was overlapping at times “when the pro- 
gram started but generally speaking there was no wasteful over- 
lapping or duplication which continued. 

It was pointed out to me that quite frequently each agency did the 
same type of service but that if one agency had done it it would have 
taken twice as many men. 

People who call the Weather Bureau for weather information might 
also call the Navy. Ifthe Weather Bureau got all the calls they might 
have to have additional personnel. Therefore that was not exactly a 
duplication. 

Generally speaking, from what opportunity I have had, and having 
in mind that these people are more scientists than they are in the 
transportation type of field, and their procedures and approaches are 
prep and the personnel available to do the job is limited in a 
sense, I did not see where I could improve things. 

Mr. Preston. It is not necessary to keep a scientist trying to be an 
administrator. The Chief of the Weather Bureau now directs the 
whole operation, does he not, research, administration, operation ? 
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Mr. Auuen. Yes, I think he does. He is in very close contact with 
all phases and a oreat many things come up to him directly, and I 
have thought on occasion that 1 would be a little at a loss to know 
what to do next if he got hit by the wrong automobile. 

Mr. Preston. Based on an investigation this committee has had 
made by its staff, I feel there is great room for improvement in the 
administration of this agency and in the operation of it. I trust you 
will be here when Dr. Reichelderfer appears as a witness because we 
propose to go into this matter with him fully. 

Mr. Auten. I will be, sir. 

Mr. Preston. I am of the opinion that one man, regardless of his 
abilities, cannot personally supervise as many activities as he under- 

takes to supervise and attend all of the scientific meetings that he has 
to attend at home and abroad, and I think there is a definite need for 
strengthening the administration of this agency. 

In light of the fact they are asking for huge increases every fiscal 
year a very close look should be taken at how this agency is being 
administered. 

Mr. Aten. I willshare your interest when he testifies. 

Mr. Preston. Numerous questions could be asked about the Bureau 
of Public Roads but we will wait until later on that, Mr. Secretary. 

Are there any questions to be directed to the Secretary at this time? 


ATTITUDE TOWARD SUPERLINERS 


Mr. Bow. In looking over your statement, Mr. Secretary, and 
the statement of the Chairman of the Board, I find not one word of 
comment about the superliners. Have you anything to say about 
that ? 

Mr. Atten. That gave me quite a problem for the first 4 or 5 
months that I was in the Department. Since then, peculiarly, there 
has been almost no expression of interest. I have talked with John 
Franklin frequently and George Killian frequently but there has been 
a little pressure which would indicate a sort of agreement that now 
is not the time, it would seem to me. 

I think they are both very much interested in going ahead on terms 
which would be agreeable to them. To justify the expense I think 
we must go to the military need. 

I would think, from what I have heard, and to an extent what I 
judge to be part of the consideration of the need for a second super- 
liner in the North Atlantic trade, that the effect of jet service will 
have to be taken into consideration. The capacity of the jets is 
fairly large in comparison with the capacity of the superliner. 

If you get to the military need you will then have to look to the 
Department of Defense to express an interest, and I at the outset 
went up before the Bureau of the Budget back in January to try to 
press for the building of a superliner on defense needs, and that high- 
lighted the need for a decision from Defense. 

My opinion is that as of now the Defense Department cannct say 
that it needs or does not need a superliner facility in the face of other 
needs of the Defense Department, so there it stayed. 

Mr. Bow. Have they changed their opinions from what they testi- 
fied before the committees of Congress as to the need ? 
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Mr. Auten. I do not know exactly. I think, as I look back on it, 
that all of the supporting testimony that I heard or saw, or letters that 
I saw, were agreements between Maritime and Navy that I saw or were 
expressions of the Department of the Navy. 

I think I do not remember any occasion in which the Defense De- 
partment or the Joint Chiefs of Staff in any public expression have 
indicated that they had an opinion that the superliners were required. 

Mr. Bow. If you went to the Joint Chiefs of Staff and not the Navy 
they would be willing to abolish the Navy entirely, but I am not one of 
those who is willing to look into the crystal ball and say we should 
get rid of the Navy ‘and Maritime. I stiil think we will have ships on 
the seas for m: ny years to come. 

My concern is that Congress did pass legislation which the Presi- 
dent signed. It seems now the desires of Congress are being over- 
looked. 

I am surprised at your testimony if I understand it correctly. Do I 
understand that the presidents of American President Line and the 
United States Lines are not interested in the building of these ships? 

Mr. Auten. They have considered the fact that there has been no 
change in the situation over the last 8 or 9 months. We made the best 
showing we could. 

Mr. Bow. There has been a showing made sufficient for Congress to 
pass the legislation and the President to sign it. What has happened 
in the interim to show Congress or the President were wrong? 

Mr. Aten. The President made some reservations when he signed 
it, and following that point was when we endeavored to get some 
agreement as to how the superliners should be built, particularly as to 
whether private financing might be available on reasonable terms. 

Mr. Bow. In the Pacifie what new ships are being contemplated 
either by this country or by other nations ? 

Mr. Auten. I think the only new one being contemplated of passen- 
ger type is the superliner from the American President Line, although 
they purchased 

Mr. Bow. How about other countries? Is not Japan bringing in 
two big passenger shins and the British one ? 

Mr. Aten. That is correct. As far as T know it was 26 knots. 

Mr. Bow. In view of this how long will we be able to maintain any 
prestige in the Pacific if you have two new Japanese ships and a new 
British ship ? 

Mr. Aten. The fastest ship is usually the prestige ship and who- 
ever has it would get the prestige if you judge it historically. 

Mr. Bow. We become third class when we get the Japanese and the 
British in. 

Mr. Auien. I am not sure they know exactly what the capacities of 
those ships will be. 

Mr. Bow. We can go into it further later on. 

That is all, Mr. Chairman. 

Mr. Horan. I would like some expression on the hydrofoil ships 
and new concepts, atomic design, and so on. 

Mr. Preston. I believe we should pursue that with Mr, Morse. 

Mr. Horan. I believe we should cover it and I am willing to wait 
until then. 

Mr. Preston. Very well. 
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TrHurspay, J ANUARY 14, 1960. 


MARITIME ADMINISTRATION 
WITNESSES 


HON. JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 


HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRA- 
TION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

CLARENCE G. MORSE, MARITIME ADMINISTRATOR 

THOMAS E. STAKEM, MEMBER, FEDERAL MARITIME BOARD 

SIGFRID B. UNANDER, MEMBER, FEDERAL MARITIME BOARD 

WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR 

VITO L. RUSSO, DEPUTY CHIEF, OFFICE OF SHIP CONSTRUCTION 

ELMER E. METZ, CHIEF, OFFICE OF GOVERNMENT AID 

RICHARD P. GODWIN, NUCLEAR PROJECTS OFFICER 

H. E. STEFFES, CHIEF, OFFICE OF PROPERTY AND SUPPLY 

JOHN A. MAYOL, ACTING BUDGET OFFICER 


Mr. Presron. The next item we shall take up is “Maritime activ- 
ities,’ found on page 55 of the committee print and page 550 of the 
justifications. 

SUMMARY JUSTIFICATION Data 


We shall insert pages 553 through 555 of the justification in the 
record at this point. 


(The pages referred to follow :) 
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Mr. Preston. Mr. Morse, once again we are glad to have you with 
us to present the maritime budget. We heard the Under Secretary 
this morning so that we may proceed at once with your testimony. 

Do you have a prepared statement ? 

Mr. Morse. Yes, I do, Mr. Chairman. 

Mr. Preston. Do you wish to read it ? 

Mr. Morse. I do. 

Before doing so, however, in addition to myself as a Board member 
there is Mr. Tom Stakem, who has been a Board member for some 
years, and Mr. Sigfrid Unander who has just been nominated to 
the Board. 

I would like Mr. Unander to stand and become acquainted with you 
gentlemen. 

We also have Admiral Ford and a number of the staff who can 
unswer some of the detailed questions you might have. 


GENERAL STATEMENT 


Mr. Morse. The budget estimates for the Federal Maritime Board- 
Maritime Administration for fiscal year 1961 provide, in general, for 
continuing the same programs in effect during the current year. 

The ship construction estimate provides for replacement of 14 
ships, the same number authorized in 1960, and for increased em- 
phasis on our research and development programs. 

Funds requested for operating subsidy will place us on a current 
basis and the voyage limitation in the appropriation language will 
permit some increase in the maximum number of voyages under con- 
tract. 

The increase in funds for salaries and expenses included in the esti- 
mate will provide for strengthening our administration of the ship- 
ping laws and improved administration of the subsidy, mortgage 
guarantee, warehouse, and reserve fleet programs. Potentially the 
increases proposed will, in future years, result in economy of opera- 
tions in excess of the increases proposed. 

The programs for training cadets for service in the merchant 
marine are planned at approximately the same level as in 1960 and 
the estimate reflects our continuing efforts to upgrade and update 
the facilities at the Merchant Marine Academy. 


SHIP CONSTRUCTION 
SHIP REPLACEMENT PROGRAM 


The objective of the long-range ship replacement program is to main- 
tain an adequate level of annual construction which will avoid eco- 
nomic peaks and valleys and, at the same time, provide for timely 
replacement of the subsidized fleet. The bulk of the current fleet is 
rapidly approaching the 20-year mark and any phased-out program 
will, of necessity, require operation of ships considerably beyond the 
normally accepted standard of a 20-year life for ships in the sub- 
sidized service. 

To date, only 4 passenger ships have been delivered under this 
program and through fiscal year 1959 contracts have been awarded for 
29 cargo ships which are presently under construction. The fiscal 
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year 1960 program, including carryover funds, provides for 21 new 
ships, 5 of which have alreé udy been awarded. Bids have been received 
and early awards are contemplated for seven more ships. The re- 
maining nine ships are scheduled for award by June 30. By the end 
of this fiscal year, therefore, we will have actually placed shipyard 
contracts for a total of 54 new ships in our replacement program. 
At that time there will be 261 old ships requiring ultimate replacement 
for the presently subsidized operators. This total consists of 229 war- 
built ships, 29 Mariners, the SS United States. and the SS’s Jnde- 
pendence and Constitution. 

Averaging replacement of the 229 war-built ships at 25 ships a 
year for the next 9 years would assure replacement of all by the iain 
they attain the age of 25 years. The new appropriation request, due 
to current fiscal Sain ‘ations, will cover only 14 of these ships in 
1961. Present indications are that the funds will be allocated to pro- 
vide for construction of four ships for American Export, five for 
Grace Lines, and five for United States Lines. In view of the number 
of ships which should be constructed, and for which there are company 
contractual obligations it is possible that negotiations during the year 
may make it desirable to substitute other operators, in which case 
priority will be given to those companies which agree to build 20-knot 
ships. The overall program, however, will remain within the limit of 
available funds. 

ACQUISITION OF REPLACED SHIPS 


The ship replacement program provides for trade-in allowances to 
be granted on those ships being replaced by new construction. The 
ships to be traded in are, as a general rule, the better war-built types 
and are superior to the Liberty ships which now make up the greater 
part of our national defense reserve fleets. The current program of 
scrapping the slow Liberty ships, together with acquisition of these 
traded-in ships, will result in a ereater defense capability and an up- 
grading in quality of the reserve fleets. 

The proposed budget contemplates the trade-in of one old ship for 
each new ship built although i in some cases, when the new ship provides 
lift capacity greater than one old ship, we have permitted trade-in 
on other than a one-for-one basis. Contracts to date have resulted in 
36 old ships being traded in on construction of 34 new ships. 


RESEARCH AND DEVELOPMENT 


The primary objectives of the maritime research and development 
program are to (1) improve the ¢ ompetitive position of the U.S. mer- 
chant marine, and (2) reduce construction and ae ating subsidy 
costs. Last year we entered into a contract with the National Ac ad- 
emy of Sciences for the purpose of having that organization make a 
comprehensive study with a view to determining the type and field of 
research having the best prospects of accomplishing our objectives. 
Our current programs, and those proposed for 1961, follow the gen- 
eral line of thinking thus far Sas by the Academy. 

Major effort in the past few years has been directed toward im- 
provement in conventional ship Gmenasie, feasibility studies of ad- 
vanced ship concepts and development of nuclear power as ship pro- 
pulsion units. The budget estimate for 1961 includes $6 million for 
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research. Of this amount, $1.9 million will be devoted to development 
of advanced ship design concepts, automation, and safety at sea; 
$500,000 for testing a hydrofoil experimental craft which is being 
constructed with 1960 research funds; and $3.6 million for nuclear 
developmental activities. 

Our current research program has resulted in the development of 
plans leading to construction of an 80-ton, 60-knot hydrofoil research 
craft. A construction contract ge be awarded at an early date with 
provision for delivery in fiscal year 1961. It is anticipated that this 
test vehicle will prove the commerci: ‘al potential of the hydrofoil con- 
cept for domestic and foreign commerce, and provide the firm founda- 
tion prerequisite to development of larger craft. 

The proposed budget for nuclear activities in 1961 provides for 
major effort in the field of advanced system development and the gas- 
cooled reactor which is being developed jointly with the Atomic Energy 
Commission. 

In summary, we propose in 1961 to concentrate on engineering 
and operations research geared to improving the status of our mer- 


chant fleet and reducing | the Government’s cost of subsidizing that 
fleet. 


ADMINISTRATIVE AND WAREHOUSE EXPENSES 


The appropriation request includes $3 million to cover the cost of 
administering the proposed 1961 construction projects until comple- 
tion. We estimate that only $400,000 of this amount will be required 
during fiscal year 1961 with the balance reserved for use as required in 
subsequent + years for completion of the projects. Administrative costs 
during 1961 for programs initiated in prior years will amount to $2.6 
million, which amount has been reserved from prior appropriations 
for use as the programs develop. The combined estimate of costs in 
1961 is $3 million and the appropriation language proposes a limita- 
tion in this amount on the funds which may be transferred to the ap- 
propriation “Salaries and expenses” for such costs. 


OPERATING-DIFFERENTIAL SUBSIDY 


The appropriation request for this item totals $150 million. This 
amount is required to cover subsidy bills which are or will become 
due and payable as a result of operations now under contract, plus 
the estimated cost of subsidizing an additional 25 Great Lakes voyages 
anticipated to be under contract by the beginning of the next Great 
Lakes shipping season. With this appropri: ition, : assuming approval 
of the proposed supplemental request for the current year, final pay- 
ments for all acter hy through calendar year 1956 can be made 
during fiscal year 1961. As of this date subsidy payable for opera- 
tions during the ones calendar years 1947-50 has been paid in full 
and satisfactory progress is being made in liquidating payments due 
for the years subsequent to 1950. 

The voyage limitation of 2,190 proposed in the appropriation lan- 
guage will permit an increase of 175 in the number of voyages cur- 
rently under contract. Of the increase, 25 voyages are for additional 
Great Lakes operations and 150 will be for operators not. having 
contracts prior to July 1, 1959. 
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SALARIES AND EXPENSES 


The estimate for salaries and expenses reflects an increase of ap- 
proximately $1 million over the amount appropriated for the current 
year. The increase will permit improved administration of the 
shipping laws and of the operating subsidy and Federal ship mortgage 
insurance programs; a revamping of our warehouse operations; and 
improved preservation of the reserve fleet. 

For the administrative expense activity, provision has been made 
for a staff increase of 35 positions and for a systems and programing 
study of the utilization of automatic data processing equipment in 
carrying out various agency activities. 

The major areas requiring additional staff are: (a) regulatory func- 
tions of the Federal Maritime Board, 8; (0) operating-differential 
subsidy contract administration, 19; (¢) ship construction activities, 
particularly under title XI of the 1936 act, as amended, 8. 


REGULATORY FUNCTIONS 


As our budget requests for the past several years have indicated, 
we have been aware that the staff available for ‘Ge ‘ean ions fune- 
tion has been inadequate for the proper : administration and enforce- 
ment of the shipping laws of the United States. In the latter part of 
fiscal year 1959 the initial steps were taken to correct this situation. 
This took the form of establishing a regulations examiner position 
in each of the three district offices, whose primary duties are to main- 
tain surveillance over conferences of steamship and terminal operators 
and operations of freight forwarders. 

Then, during fiscal year 1960, in view of both our knowledge of the 
staff inadequacy as well as the hearings held before the House Com- 
mittee on Merchant Marine and Fisheries, with respect to freight for- 
warders and dual rate conferences and the investigations currently 
being conducted by the antitrust subcommittees of the House Ju- 
diciary Committee into alleged violations of various provisions of the 
shipping laws, the Washington staff of the Regulations Office was 
increased by nine. With respect to detection and investigation of 
violations of the shipping laws, we have in the past depended upon a 
small staff of regulations examiners to uncover apparent viol: ations in 
their review of the various reports and other data submitted by the 
industry and upon complaints received from outside sources. How- 
ever, the sheer mass of documents, reports, and so forth, received, to- 
gether with the small number of examiners employed, has resulted in 
many alleged violations not being found and investigated. 

Investigations of violations have been handled by the Agency’s se- 
curity staff which consists of two investigators. With the more rigid 
surveillance over operations under the shipping laws made possible 
by the establishment of additional positions in the Regulations Office 
and in District offices, it is expected that the number of investiga- 
tions will be substantially increased. For this reason, we have rec ently 
established and are in the process of recruiting three additional inves- 
tigators, who after a brief training and orientation period will be 
assigned to each of our District offices. 
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To further strengthen our regulatory functions, the estimate for 
1961 makes provision for an additional increase of four examiners in 
the headquarters staff of the Regulations Office and provides for four 
positions to furnish stenographic services for the headquarters and 
field staffs. 


OPERATING DIFFERENTIAL SUBSIDY CONTRACT ADMINISTRATION 


There has been a considerable expansion in the operating subsidy 
program in the past several years which has resulted not only in higher 
subsidy costs but also in a substantial increase in the work of admin- 
istering the program. During the 10-year period 1949-58, subsidized 
sailings increased from 1,242 to 1,744; essential trade routes have been 
reviewed, descriptions changed and the number increased; foreign 
competition has increased; and as a result of the general poor busi- 
ness conditions in the industry practically all nonsubsidized berth 
operators have filed applications for subsidy aid with the Board. The 
steady rise in the number of ships, services, and contractual voyages 
has not been covered by a corresponding increase in staff to absorb the 
workload. Consequently we do not have sufficient staff adequately 
and effectively to discharge our basic responsibilities in this area as 
prescribed by statute. C hief among these, particularly from the point 
of view of cost to the Government, are (a) to determine whether or 
not each subsidized operator conducts his operations in the most eco- 
nomical and efficient manner, and (0) to insure that only fair and rea- 
sonable costs of those items eligible for subsidy under the act are sub- 
sidized. Any increase in statf which would permit more effective dis- 
charge of these two responsibilities should more than offset its costs in 
terms of savings realized in subsidy accrual. 

Of the 19 ns requested for this purpose, 6 are for the depart- 
mental service, 15 for the field. The departmental positions will 
make it aekls: to administer the subsidy contracts more effectively 
by permitting more thorough development of basic recommendations 
initially, preliminary to the granting of subsidy, as well as recurring- 
ly throughout the contract period. Areas and items which require 
continuous analysis and concerning which recommendations must be 
formulated, most of which have a direct bearing on subsidy accural, 
range from (a) determinations relating to the replacement of subsi- 
dized ships, (6) calculation of subsidy rates, and (c) review of trade 
routes to determine substantiality of foreign competition and traffic 
needs of the essential trade routes, to (7) evaluations conce ring a 

variety of day-to-day requests from operators including such items 
as changes in sailing schedules, changes in ships on subsidized serv- 
ices, purchases of financial interests in 1 other ste: ~~ companies, ete. 
Furthermore, the calculation of subsidy rates for cargo type ships is 
more than a year behind schedule; rates for nonihin: ation passenger 
ships are backlogged approximately 2 years. 

Of the 13 field positions proposed for this program, 3 are for work 
in connection with the survey of the efficiency of subsidized operators. 
In this area the progress made to date has been most successful in 
savings accruing to the Government, particularly through reduction 
of expenses eligible for subsidy. The balance of 10 positions is to 
strengthen the field maintenance and repair phase of the subsidy pro- 
gram. Vessel maintenance and repair costs are one of the items eli- 
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gible for subsidy. Again, to insure that only fair and reasonable 
costs are subsidized, we should make every attempt possible to ex- 
clude from subsidy those repair costs which are not proper for sub- 
sidy consideration. ‘To that end, all repair inspections of subsidized 
ships should be attended by a marine surveyor, and all condition sur- 
veys should be as intensive as possible. W ith the staff presently avail- 
able, the subsidy repair inspections are performed only on a fractional 
basis, and the condition surveys are not as intensive as would be ad- 
visable to protect the Government’s interest. 


SHIP MORTGAGE INSURANCE PROGRAM 


Staff increases have become practically mandatory in several of 
our offices as the result of increased workload developing in the ship 
mortgage insurance program. Al] activity in this area has expanded 
at a rapid rate over the past few years. The number of title XI 
mortgage contracts in force has increased from 1, as late as June 30, 
1955, to 49 as of December 31, 1959, with 35 of the increase occuring 
during the last 30 months. ‘These large increases in this program have 
resulted primarily from (1) the large tanker construction program 
following the Suez closing, and (2) the long-range ship replacement 
program, which is being accomplished under the private financing 
provisions of section 504 of the 1936 Merchant Marine Act. Three 
positions are requested for the Office of Ship Construction for result- 
ant advisory work, design review, and precontract work. In addition, 
two posit ions are requested for the Office of Government Aid to pro- 
vide staff required for the handling and processing of applications for 
title XI aid as well as the overall administration of the program. 


TRAINEE PROGRAM 


In order to continue the trainee program, the budget request also 
wrovides for three positions for the Office of the General Counsel. 
. addition to being trained, the trainee attorneys will be assigned to 
assist in handling heavy workloads as they develop, such as the anti- 
trust subcommittee hearings, Federal ship mortgage insurance ad- 
ministration, ete. 

OTHER OBJECTS OF EXPENSE 


For other objects of expense, the estimate includes $66,000 to cover 
the cost of a systems and programing study of automatic data process- 
ing equipment by the Bureau of Standards. Our present IBM in- 
stallation maintains various data relating to merchant ships and cargo 
which are used primarily in connection with the computation of oper- 
ating-differential subsidy rates, trade route reviews, hearing and regu- 
latory activities, ship data, inventory records, ship movements, et 
cetera. An analysis of the present system has pointed up a number of 
areas for improvement. This study will determine whether a more 
modern system is needed to maintain the workload on a more current 
basis and will explore the application of automatic data processing 
systems to technical engineering problems and other operations now 
performed manually. 
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RESERVE SHIPYARDS 





Of the four reserve shipyards held in ready-status by the Maritime 
Administration for mobilization purposes since World W ar IT, two 
have been declared surplus leaving two under custody requiring main- 
tenance funds in 1961. For the two shipyards being retained, the 
estimate, in addition to providing for normal day-to-day maintenance 
and security requirements, includes $37,600 for several special repair 
projects which have been deferred in the past pending a decision as 
to which, if any, of the yards were to be maintained. In keeping with 
past practice, we will continue to try to lease any part or all of these 
shipyards to private interests. Approximately 50 percent of the 
Richmond shipyard is now under a lease which will result in an in- 
come to the Government of $200,000 per year. Such income is de- 
posited to general fund receipts of the Treasury and is not available 
to defray the cost of maintenance of the shipyards. 


OPERATION OF WAREHOUSES 


As a corollary to the decision to scrap the old Liberty ships in the 
fleets, a committee of maritime personnel was appointed to make a 
complete survey of our warehouse operations and to recommend what 
action should be taken with respect to sale of excess stocks, consolida- 
tion of warehouses and dispersal of outfitting equipment to the fleets. 
The estimate for operation of warehouses includes the funds required 
to effectuate the revised warehousing policy established as a result 
of the recommendations made by this committee. Briefly, the new 
policy provides for sale or disposal of spare parts and “off-the-shelf” 
items not to be retained in storage; consolidation of the east coast 
warehouse stocks at one location, Baltimore; and an expanded pro- 
gram of dispersing to the fleet sites complete sets of outfitting equip- 
ment for storage aboard the vessels on which they will be used. To 
accomplish the foregoing, the estimate provides for an em of 
three positions in the staff of each of the five warehouses, $27,000 
for the packing and storing of ship outfitting sets in ships held in the 
reserve fleet; and $17,000 for the movement of materials to the Balti- 
more w arehouse from the Kearny and Norfolk warehouses. It is our 
intent to use the additional personnel solely for segregating, pack- 
aging, and otherwise preparing the excess stocks for sale or disposal. 
Our plan is to complete this project within the year. However, the 
disposal procedures of the Government may require some carryover 
into the next year. When completed, this revision of our warehouse 
operations should result in an annual savings of $165,000. 

In addition to the increase in funds required to effectuate our new 
warehouse policy, the estimate includes $111,400 for accomplishment 
of nonroutine maintenance and repair projects at three of our ware- 
house locations. The major portion of these funds is required to re- 
furbish miscellaneous buildings at Baltimore and to rehabilitate 
the fire protection sprinkler system in that portion of our Norfolk 
property now leased to private concerns. 





pre 
Po 
tio 
da 
shi 


ere 
pe: 
pr. 
po 
lis 
sui 
of 

est 
the 
as 

of 

lar 


i) 


pr 
str 
ere 


pr 
ha 
are 
ing 
pr 
Wi 
tin 


ley 
as 

of 
ere 
cat 
in 

pr 
re] 


De 
Sec 
ne 
the 








oerwr RK eS oS & 


331 


RESERVE FLEET EXPENSES 


The estimate for reserve fleet expenses conte mplates the continued 


preservation of 922 ships in accordance with the “Joint Statement of 


Policy” of the Department of the Navy and the Maritime Administra- 
tion regarding Merchant Ship Requirements for National Defense, 
dated May 1, 1959, For preservation programing purposes these 922 
ships have been classified under six different priority groups. The in- 
crease in funds requested will permit the accomplishment of 100 
percent of the recurring preserv ation work due on the first five 
priorities and approxim: ately 5 percent of priority VI which is com- 
posed wholly of the better Liberty ships not ine luded on the scrapping 
list. Our estimate and the appropriation for fiscal year 1960 was 
sufficient to permit accomplishment of only approximately 50 percent 
of the estimated work. This was due to the fact that at the time the 
estimate was prepared no final decision had been made on the size of 
the retained fleet and its makeup. If funds for 1961 are approved 
as requested it will permit the accomplishment of only two-thirds 
of the total workload required on the 922 ships in 1961 due to the 
large backlog of unaccomplished recurring preservation work brought 
~ ward from 1960, 

In addition to the increase in funds required to improve the state of 
preservation of the priority ships, $174,500 has been included to con- 
struct shore access facilities at the Hudson River Fleet ; purchase and 
erect a prefabricated garage at the Olympia Fleet; and purchase re- 
placement components for the cathodic preservation system. 


LIBERTY SHIP SCRAPPING PROGRAM 


Before proceeding to the next item, I would like to report on the 
progress of our Liberty ship scrapping program. To date, 207 ships 
have been sold with a return to the Government of $15,359,872. We 
are continuing to pace the program to market conditions and are hold- 
ing to our polices y of rejecting any bid less than $70,000 per ship. It is 
proposed that the next group of 100 ships design: ated for scrapping 
will all be taken from the Wilmington Fleet in order to advance the 
time when that fleet site can be completely deactivated. 


MARITIME TRAINING 


The estimate contemplates continuation of the present program 
level of cadet training at the Merchant Marine Academy which has 
as its objective the gr: ‘aduation of 200 officers per year. The increase 
of $295,000 reflected in the estimate provides generally for a staff in- 
crease of four positions in the academic area; participation of the 
“ages corps in the 1961 Presidential inaugural ceremonies; an increase 

1 funds for the facility repair program; some acceleration in the 
sities for modernization of instructional equipment; and for the 
replacement of 10 overage cot ragse vehicles, 

For the past several years, two members of the faculty of the 
Department of Engineering oh ave been detailed for training and sub- 
sequent assistance in the crew training program conducted in con- 
nection with the construction of the nuclear ship Savannah. Two of 
the additional positions are required to permit the return of these 
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personnel to the Academy where they will develop the school’s 
nuclear training curric uluwn and coordinate the establishment of suit- 
able facilities for instruction and laboratory work. The program for 
modernization of instructional equipment planned in the “estimate 
includes $25,000 for the modification of an existing building and the 
purchase of some special equipment required for the proposed nuclear 
course. Funds also have been included under the nuclear activities 
portion of the ship construction appropriation to cover the cost of 
moving the marine nuclear propulsion plant simulator now at Lynch- 
burg, Va., to the Academy. 

The additional two positions will provide one aide in the Depart- 
ment of Engineering to assist the instructors in the assembling and 
reassembling of instructional equipment and other training aids in 
the laboratory courses. This will eliminate the loss of classroom time 
incurred while awaiting the instructor to perform this duty before 
each class session. The other position is to provide the services of 
an electronic technician to maintain the electronic and radar equip- 
ment in the laboratory of the Department of Nautical Science. At 
the present time this maintenance is being partially accomplished only 
because the instructors have been willing to devote their own time to 
the work. 

It is customary for the cadet corps of Kings Point to participate 
in the Presidential inaugural ceremonies. The estimate includes 
$9,000 to cover the cost of transporting the corps to Washington. It 
is our plan to billet the corps at a nearby military installation, there- 
fore the only expense involved will be the travel cost. 

The 1961 phase of the major repair program will be continued at 
a slightly higher level than during the current fiscal period. This 
program, started in 1958, has reflected considerable progress and 
achievement in the general condition of the Academy’s facilities. We 
contemplate the continuation of this program at a similar level 
through 1965. 

I have already touched upon that portion of the modernization of 
instructional equipment program concerned with nuclear ship pro- 
pulsion. With respect to conventional ship operation training equip- 
ment, the estimate includes $225,000 to cover the cost of installing a 
new high pressure boiler system to replace the Liberty ship equip- 
ment now in use. We have been able to secure from the Navy a sur- 
plus boiler suitable to the needs of the Academy. 

During fiscal year 1960 the services of an architectural engineering 
firm were engaged to conduct a comprehensive survey of the modern- 
ization improvements required in the Academy’s training facilities. 
At present, although the survey has been completed, the final report 
of findings and recommendations has not as yet been received. It is 
proposed to fully utilize this report as the basis for a phased mod- 
ernization program in future budgetary requests. However, the in- 
stallation of the high pressure boiler and the establishment of nuclear 
propulsion training facilities are considered highly important and 
of immediate concern to the training program requirements of the 
Academy. 
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STATE MARINE SCHOOLS 


The request for an appropriation of $1,270,000, of which $1,020,000 
is to liquidate contract authority, reflects the second year of opera- 
tion under the revised funding requirements for this program brought 
about by Public Law 85-672, the Maritime Academy Act of 1958. 

In order to comply with the provisions of this act we now record 
obligations under authority granted in the act for grants to the State 
schools and allowances to the individual cadets in the full amount 
required for the full course of study for each cadet. Three of the 
schools conduct a 3-year course and the New York Academy has a 
4- a course. 

‘ash requirements for liquidation of these obligations are limited 
to ne amount required for academic year 1960-61. The amount re- 
quested for cadet allowances is increased by $60,000 to provide addi- 
tional funds needed because of a greater cadet enrollment in the 
academic year 1960-61. The amount requested as an appropriation 
for maintenance and repair of the Government-owned ships loaned 
to the schools is increased by $100,000 in order to provide for accom- 
plishment of long delayed repairs needed to meet minimum Coast 
Guard requirements. 

Mr. Presron. Mr. Morse, that is a very comprehensive statement 
and answers in advance many questions which might have been asked. 


VOYAGE LIMITATION AND NUMBER OF SUBSIDY CONTRACTS 


What was the present voyage limitation for 1960? 

Mr. Morsr. 2,400. 

Mr. Preston. How many voyages did you have under contract ? 

Mr. Morse. 2.015, but since that printing we have served notice 
of termination of the subsidy contract as to American Banner Line. 
That 2.015 includes a minimum of 36 and a maximum of 40 voyages 
for American Banner, so that the 2,015 now would be 1,975. 

Mr. Preston. Do you contemplate entering into any further con 
tracts during the fiscal year ? 

Mr. Morse. Yes, sir. 

Mr. Preston. How many do you anticipate vou will use of the 
2400? 

Mr. Morse. It is difficult to give a precise answer to that because 
of a number of factors. One is that we do not have sole control of 
how rapidly a given application will he processed. Part of the con- 
trol remains in the applicant. 

Secondly, the proceedings must go through the normal adminis- 
trative processes. 

Thirdly, IT would anticipate at least as to one operator that court 
litigation might be involved which would further delay processing 
the application. 

However, assuming that no court litigation is involved, I would 
believe that all of the pending applic ations could be finalized in 
fiseal 1961, or by the end of fiscal 1961. 

The pending applications include not only applications from existing 
subsidized operators but also applications from new operators. 
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Both American Export Lines and American President Lines of the 
existing operators are requesting additional voyages for additional 
services. 

Furthermore, on the Great Lakes operation, there are five com- 
panies that are asking additional voyages—American President Lines, 
Isbrandtsen, T. J. McCarthy, United States Lines, and American 
Ixport. 

In addition to that there are seven operators asking for subsidy 
who have not heretofore been subsidized. They are Central Gulf, 
Isbrandtsen, Isthmian, Matson Orient, Prudential, States Marine, 
and Waterman. 

The total voyage request is shown as 2,720, but because of the dele- 
tion of 40 for American Banner that would be reduced to 2,680, plus 
11 that American Export has on file for a passenger ship if they 
acquire the ship, the SS Atlante. 

Mr. Preston. The SS Atlantic is a former mariner? 

Mr. Morssr. Yes, carries about 750 passengers. She is the one 
owned by the American Banner Line which has had financial diffi- 
culty. 

Mr. Preston. I do not believe you ever gave me a figure as to 
the awards you expected to make during the balance of the fiscal year 
1960. I believe you said you could not give a definte figure on that 
at this point. 

Mr. Morse. I believe we could approve 416 voyages before the con- 
clusion of fiscal 1960. The only ones I am eliminating from this 
probability are the States Marine, Isthmian, and, because of the con- 
nection between Matson Orient and the States Marine group, that one 
also. In other words, of all the pending applications I am assuming 
only that States Marine for 168, Matson Orient for 24, and Isthmian 
for 108, may not be finalized in fiscal 1960. 

Mr. Preston. Your limitation is 2,400? 

Mr. Morse. Yes, sir. 

Mr. Preston. That will give you a usage of 2,391 voyages for 1960. 

Mr. Morse. Yes, sir. 

Mr. Preston. You are asking for a limitation in 1961 of 2,190? 

Mr. Morse. Yes, sir. 


POLICY GUIDANCE ON NUMBER OF VOYAGES 


Mr. Preston. How do you account for that, Mr. Morse? You are 
asking for less voyages in 1961 than you are going to use in 1960. 
Is that correct ? 

Mr. Morse. Yes, sir. It is due to the consideration of the Admin- 
istration that we should not ask for more than 2,190 voyages on the 
assumption that we would not be in position to award more than 175 
voyages in excess of the 2,015 which we had under contract at the 
time the budget was prepared. 

Mr. Preston. Was that a miscale ulation or is it, in effect, a ceiling? 

Mr. Morse. I would assume it is, in effect, a ceiling, although we 
have not received any specific policy guidance to that ‘effect from the 
Secretary of Commerce. 

Mr. Preston. As a m: itter of fact, do you sometimes get that kind 
of guidance? Do you receive instructions, acting in your capacity 
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as a quasi-judicial body, that you are not to exceed “X” number of 
voyages ¢ 

Mr. Morse. Again I would say that the authority of the Secretary 
of Commerce is to give us only policy guidance. He cannot in- 
struct us. 

Secondly, we were requested sometime in August or September, as I 
recall, not to approve any additional voyages until October 1. We were 
agreeable to that because we were not in a position to award any 
additional voyages during that period in any event. 

Mr. Preston. Requested by whom ¢ 

Mr. Morse. By the Secretary of Commerce. 

Mr. Preston. How many voyages did you request of the Secretary 
of Commerce for fiscal 1961 ? 

Mr. Morse. 2,720. 

Mr. Preston. How many did you get approved to take to the Bureau 
of the Budget ? 

Mr. Morse. 2,400. 

Mr. Preston. Then the Bureau of the Budget reduced you to 2,190? 

Mr. Morse. Yes, sir. Let us say the President’s budget recites 2,190. 

Mr. Suettry. Perhaps the Congress should eliminate your Depart- 
ment and let the Budget run it. 


LACK OF SURVEILLANCE OF ACTIVITIES OF SUBSIDIZED OPERATORS 


Mr. Presron. Following the reading of your statement it would 
seem that in your justifications of these new positions to some extent 
you plead guilty in not maintaining close watch and supervision over 
the conduct of the operations of some of the subsidized operators in 
determining whether all of their activities were chargeable against 
subsidy. 

Mr. Morse. I plead guilty only to the extent that within the person- 
nel available to us we have been unable to conduct as thorough a 
surveillance of their activities as we would like to do. 

Mr. Preston. Do you have real reason to believe there are some items 
creeping into these calculations which should be excluded ? 

Mr. Morsr. Not so much that as we think that with more careful 
policing of their activities we can require them to be more efficient not 
only in their repairs but routine shipboard activities. 


Sure ConstTructTION 


Program and financing 


= a 
1959 actual | 1960 estimate | 1961 estimate 





Program by activities: 


1. Construction-differential subsidy --- $79, 842, 184 | $162, 766, 653 $111, 000, 000 
2. Construction of prototype ships 167, 881 911, 445 |. é 
3. Acquisition of replaced ships | 11, 299, 266 20, 016, 046 14, 000, 000 
4, Research and development ‘ 4, 024, 940 6, 877, 874 7, 100, 000 
5. Nuclear ship construction and design ; 1, 810, 445 1, 060, 715 100, 000 
6. Administrative and warehouse expenses... 1, 998, 339 2, 500, 000 3, 000, 000 
Total obligations 99, 143, 055 194, 132, 733 135, 200, 000 
Financing 
Unobligated balance brought forward —52, 850, 788 | —95, 182, 733 —31, 300, 000 
Unobligated balance carried forward 95, 182, 733 31, 300, 000 25, 100, 000 
Appropriation (new obligational authority 141, 475, 000 130, 250, 000 129, 000, 000 
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Object classification 











1959 actual | 1960 estimate |1961 estimate 

= . = $$$ |__| 

MARITIME ACTIVITIES 
07 Other contractual services $998, 613 , 132 $3, 300, 000 
Services performed by other agencie = | 2, , 973 | 33, 848 3, 800, 000 
09 Equipment 13, 633, 133 | 5, 293 15, 400, 000 
11 Grants, subsidies, and contributions. - | 79, 842, 184 ), 653 111, 000, 000 
Total, maritime activities... 96, 947, 903 192, 356, 926 133, 500, 000 
ALLOCATION TO ATOMIC ENERGY COMMISSION 

07 Other contractual services ‘ 2, 195, 152 1, 775, 807 1, 700, 000 
Total obligations | 99, 143, 055 194, 132, 733 135, 200, 000 





Mr. Presron. At this point in the record we will insert pages 556, 
557. DD8, and 560. 
(The pages referred to follow :) 


Summary of requirements 





Appropriation, 1960 (revu Sitebiee ne teeeionse ieaciewese aa -- -$130, 250, 000 
Net difference, 1961 over 1960 


Requirements Difference, 


increase (--) 
or de- 


1960 1961 | crease ) 
| adjusted estimate 
Construction-differential subsidy. -—- wake _ | $107,750,000 |$106,900,000 | —$1, 750, 000 
Acquisition of replaced ships. 16, ©00, 000 | 14, 000, 000 —?, 000, 000 
Research and development ; _.......| 3,900,000 | 6,000,000 | +2. 100, 000 
Administrative and warehouse expense = = 2,600,000 | 3,000. 000 | +400, 000 
Gross requirements . J 130, 250. 000 |129, 000, 000 —1, 250, 000 —1, 250, 000 


Total estimate of appropriation, 1961_- 129, 000, 000 


GENERAL STATEMENT 


Funds currently available for the ship replacement program will permit con- 
struction of 21 new ships in fiscal year 1960. At the end of fiscal year 1960 
there will be 261 old ships requiring ultimate replacement for the presently 
subsidized operators. This total consists of 229 war-built ships, 29 Mariners, 
the SS United States, and the SS’s Independence and Constitution. 

It has been consistently held that the reasonable life expectancy of ships in 
the subsidized service is 20 years. However, present circumstances make it 
mandatory that a large number of ships in the current fleet operate considerably 
beyond 20 years because of the tremendous financial burden of replacement on 
both industry and Government. Conversely, operation of overage ships also 
has its limits. The considered opinion is that the maximum age in no event 
should exceed 25 years. This can be accomplished by averaging replacement 
of the 229 war-built ships at 25 ships a year for the next 9 years. The budget 
request for 1961, due to fiscal considerations, is limited to funds for construction 
of 14 new ships at a cost of $106 million, with anticipation of attaining the re 
quired level of 25 ships a year beginning in fiscal year 1962. 

A research and development program is proposed in the amount of $6 million. 
This includes $1,900,000 for component development and special studies with 
emphasis on engineering. and operations research of advanced ship design 
concepts and automation, $500,000 for testing the hydrofoil craft which is to be 
constructed in fiseal year 1960, and $3,600,000 for nuclear development activities. 


Administrative and warehouse expenses of the program are estimated at $3 
million. 
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In summary, the proposed program for fiscal year 1961 will provide: 





A. ‘Ship SOGrBACIBORE: HOUSTON 2 eect ee eo tases $106, 000, 000 
B. Acamisition OF TODIGCRG :BDIOMi siccS sicinwcneanmentiinde ie 14, 000, 000 
GC: FRASBATCD GR GCOvelonment.. cick ciceinaawaeeie 6, 000, 000 
D. Administrative and warehouse expenses__...----.-------__- 3, 000, 000 

ID Sci saat i ca csc em apne baa aad eaten «<u dee, OBO: 000 


JUSTIFIOATION 
A. Ship replacement program, $106 million 


The 1960 appropriation provided funds for construction of 14 new ships for sub- 
sidized operators. In addition, funds sufficient for construction of seven ships 
were carried over from fiscal year 1959. This carryover resulted from (1) delay 
in contract awards for five new ships under the west coast 6 percent differential 
provisions of the act—these contracts have since been awarded to west coast 

yards for construction of two ships for Pacific Far East Line and three ships for 
American Mail; and (2) decision by American Mail and Mississippi to each 
build three instead of four ships. Accordingly, the number of ships programed 
for contract in 1960 totals 21. 

Funds are requested in 1961 for a continuation of the same level as provided 
in the 1960 appropriation, namely, 14 new ships for subsidized operators having 
contractual obligations for replacement. In view of present commitments to con- 
tract for replacement in 1961 being in excess of the number of ships budgeted, 
the funds will be allocated on a “first-come, first-serve” basis with priority given 
to those companies willing to satisfy the speed requirements set forth by the 
Department of Defense. 

The following tabulation summarizes the construction contracts awarded in 
1958 and 1959, those planned for 1960, and the proposed program for 1961, the 
latter representing a tentative allocation entirely dependent on the results of 
negotiations with all operators having contractual commitments. 


Number of ships 1961 program 


| 1958 1959 1960 | Number Cost 
of ships 





| | Millions 
\n “an Export Lines, Inc 4 1 4 | $28 
American Mail Line, Ltd ’ a lives 3 
ieserk in President Lines, Ltd 2 | | 
Farrell Lines, Ine 5 | 
Grace Lines, Inc 3 | 5 43 
Lykes Bros. SS Co., Inc 5 4 4 
Mississippi Shipping Co., Inc 3 
Moore-MeCormack Lines, Inc , 4 3 
Pacific Far East Line, Ine | 2] | 
States Steamship Co | / 4 | | 
U.S. Lines Co 5 | 35 
| — ——— - ae - — os —_ = 
Totals | 15 14 | 21 14 106 
| 





B. Acquisition of replaced ships, $14 million 

It is requested that funds be made available to acquire the vessels contemplated 
for replacement under the ship replacement program. Construction of 14 new 
vessels is scheduled in 1961. The fund requirement is based on an estimated 
average of $1 million per vessel. This reflects past year experience factors with 
a corresponding decrease in the average cost from $1,250,000 per vessel as for- 
merly used for budgetary projections. 


C. Research and development, $6 million 

The research and development effort of the Maritime Administration is di- 
rected toward improving the competitive position of the U.S. Merchant Marine 
and reducing construction and operating subsidy requirements. The proposed 
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program for 1961, in summary below and detailed in the following justifications, 
consists of: 





1. Component development and special studies___.____-_____ $1, 900, 000 
mpm ROT ONS ORI TAPORVON tlt Let) ee 500, 000 
3. Nuclear research and development_.__.._._....._...__ _.. 1, 750, 000 
ager OCA PLCS? TNC 1, 850, 000 

SON a Se ee isa oed rei hes sea les hacaessaiaaiamacaa” aay 


‘NUMBER OF REPLACEMENT SHIPS REQUESTED 

Mr. Preston. On this matter of ship construction we have ares 
established in the record this morning, upon questioning the Under 
Secretary for Transportation, that you requested replacement of 26 
ships in the 1961 budget. 

Mr. Morsr. I think that is a misunderstanding. We requested 34 
ships of Commerce. 

Mr. Preston. Perhaps I am stating the question wrong. The Sec- 
retary of Commerce requested the Bureau of the Budget 26 ships and 
they approved 14. You requested how many of the Sec retary ? 

Mr. Morse. Thirty-four. 

Mr. Preston. They approved 26? 

Mr. Morse. Yes. 

Mr. Presron. The Bureau of the Budget reduced that to 14? 

Mr. Morse. Correct. 

Mr. Preston. It is interesting to note the wide variance of figures 
we have here in this important area from 14 to 34. The agency 
charged with administering this program believes it should be 34 and 
the Bureau of the Budget believes it should be 14. That leaves Con- 
gress in a difficult position in arriving at a correct figure. 

Of course, I do not hesitate to say that I would rely heavily upon 
the judgment of the Maritime Administration as between yee 
and the Bureau of the Budget. 


EVALUATION OF MOBILIZATION REQUIREMENTS BY DEFENSE 





Have you had any recent advice—let me first ask if you have sought 
any recent advice—from the Defense Department as to what its posi- 
tion might be with reference to national] security and the maintenance 
of a merchant fleet ? 

Mr. Morse. I will have to answer that in two ways. We have a 
joint team which surveys the mobilization requirements. The last 
report from that group of which I am aware was dated some time in 
May of 1959. 

Mr. Presron. You have had nothing new since then ? 

Mr. Morse. Not from that group, but I am aware of the fact that 
the Defense Department, I believe at the request of the Secretary of 
Commerce, is reevaluating what it believes is the mobilization require- 
ment for a merchant marine. I have not seen anything tangible as a 
result of that reevaluation. 

Mr. Preston. Do you know when we might expect that ? 

Mr. Morse. No, sir. 

Mr. Preston. Has this reevaluation been underway for some time? 

Mr. Morsr. We have been reevaluating the mobilization require- 
ments every time I come up here for an appropriation, sir. 
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Mr. Preston. I agree with that statement. 
It would occur to me that it is time we were having something very 
definite from the Department of Defense in this regard. 


EFFECT OF REDUCTION IN SHIP REPLACEMENT PROGRAM 


Mr. Morse. I might volunteer, Mr. Chairman, that we could live 
with a regular annual 26-ship replacement program to replace exist- 
ing ships. This would permit us to replace all of these ships by the 
time they attain 25 years of age. 

As related to the contracts with the operators, we will have a lag 
at the end of this fiscal year of 30 ships, in part due to budgetary 
limitations and in part due to the desire of some of the operators 
who already have contracted for some of their ships to defer some of 
their second and third flight buildings. 

If we were to go along on a 14-ship basis we would not complete 
the replacement program until 1977, and the average age of the ships 
would be over 25 years, the replaced ships would be over 25 years each. 

For example, I have a chart made up which details what the ages 
of the ships would he assuming they were built regularly at 14 
year, 15, 16, 20, 23, 24, and 25. 

Mr. Preston. Might we insert that in the record ? 

Mr. Morse. I will supply it to you. I will have to put in some 
informational material so it will be intelligible. 

Mr. Preston. Very well. Insert that in the record. 

(The information requested follows :) 


AGE OF SHIPS AT REPLACEMENT BASED ON VARIOUS REPLACEMENT 
PROGRAM LEVELS 


At the end of fiscal year 1960, there will be 261 old ships requiring replace- 
ment. This total consists of 229 war-built vessels, 29 mariners, the SS United 
States, and the SS’s Independence and Constitution. The following table re- 
flects the age at which the 229 war-built vessels would be replaced (allowing 
2% years for delivery) under various annual levels of new construction. For 
example, it will be noted that an annual level of 14 new ships a year will result 
in 19 ships not being replaced until age 32. An annual level of 25 new ships 
a year will result in no ships operating beyond age 25. 


Number of ships by age at replacement 


21 | 22 | 238 | 24 | 25 | 26 27 28 29 | 30 31 32 
Number of ships to be 
contracted annually: 
Sivas 1 23 43 16 | 15 22 20 14 14 22 20 19 
15 3 28 42 16 | 18 28 15 15 22 24 18 
16... 5 34 39 4 SP 16 20 28 21 
20) j 16 | 52; 32 39 21 | 32 33 4 
23 34 46 43 27 1s 21 
24 40 46 56 29| 50 8 
25 46 49 53 39 42 


Mr. Preston. We are not benefiting fully from the terms of our 
operating subsidy contracts when we ‘do not require replacement of 
the ships. This, in effect, results in an advantage to the operator who 
does not have to make an outlay for his portion of the replacement 
costs, and he continues to operate an old and rather obsolete ship, 
and we are making the subsidy payments and not getting a new ship 
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in place of the old one which was the real reason for entering into 
the contract in the first place. Is that a fair statement ? 

Mr. Morsr. Yes. I would not say it in quite the same language 
but I would say that is a fair statement of the picture, 

Mr. Preston. However, I might say by way of further explanation 
that I think the contrac ting shipping companies are perfectly agree- 
able tothe replacement program. 

Mr. Morse. They are. As I indicated earlier, Moore- McCormack 
has contracted for nine ships. Under their contract they have an 
obligation to contract for a third flight of ships in 1961, I believe it 
is. 

They have suggested, and we have concurred because of the limita- 
tions on the funds available, that we defer that third flight an addi- 
tional year because with our limited funds we want some of the other 
lines who have not proceeded as far with their replacement program 
to get into the swim. 


EFFECT OF DEFERRAL OF SHIP CONSTRUCTION PROGRAM 


Mr. Preston. Mr. Rooney, do you have any general questions at 
this time ? 

Mr. Roonry. That is the situation with regard to all of our steam- 
ship lines, is it not? You have deferred the ship construction pro- 
gram for at least a year with regard to practically all of them? 

Mr. Morse. In the aggregate by the end of this year, there will be 
a deferral of 30ships. The lines have moved along. 

Mr. Roonry. From the justifications it seems to me that you have 
the same situation with regard to all of these lines, do you not # 

Mr. Morsr. There has been a lag pretty much across the board, yes. 

Mr. Roonry. This will result in scrapping the original act which 
provided for replacement in 20 years and would cause the replace- 
ment to take place perhaps 7 or 8 years beyond what. the Congress 
originally intended. Is that correct ? 

Mr. Morse. That is correct. 

Mr. Roonry. There is the matter of safety to the passengers and 
the crews of these ships involved here, is there not? 

Mr. Morse. No, I think these are - safe ships. They are well- 
maintained and well-inspected ships. TI do not think there is any real 
hazard. 

INCREASE IN FOREIGN-FLAG VESSELS 


Mr. Roonry. At the same time, when we defer what was intended 
to be a 20-year replacement program, and at a time when the Ameri- 
ean public thought we would have the superliners, what have our 
competitors been doing? Would you discuss that, please? 

Mr. Morse. Foreign-flag cargo vessels have been built all over the 
world at a very high level of building, so much so that there is a sur- 
plus in world tonnage. That is one of the reasons there is a depres- 
sion in the shipping industry at the moment. 

There have been quite a number of new passenger ships which have 
been built, particularly in Holland, Germany, and France. 
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Mr. Roonry. Would it be fair to say that while we are lagging with 
our ship replacement program, and with the situation as it is, that 
France has been building up her merchant marine? 

Mr. Morse. France ? 

Mr. Roonry. Yes. 

Mr. Morse. To a limited degree, France to a lesser degree than some 
of the others. 

Mr. Rooney. But they have been coming up and we have been 
going down. Is that not about it? 

Mr. Morse. We have not been keeping pace with the new ship- 
building anything comparable to our foreign competitors. 

Mr. Rooney. I could not have said it better. This same situation 
applies with regard to Italy ¢ 

Mr. Morse. Yes, sir. 

Mr. Rooney. And to Germany ? 

Mr. Morse. That is right, Holland and Japan. Japan applies to 
a very large extent. Norway and Sweden also are involved. 

Mr. Rooney. This is an alarming situation while the administra- 
tion is decimating our merchant marine. You say you could use 2,720 
voyages and the President’s Bureau of the Budget arbitrarily says that 
you cannot have ig than 2,190. That is a fair statement, is it not? 

Mr. Morse. The Bureau of the Budget says we may not request 
more than 2,190, I would not care to say that the action of the Bureau 
of the Budget was arbitrary. ‘They consider the overall money 
requirements of the Government and it is their belief that 2,190 is 
the maximum we should award. 

Mr. Roonry. And this at a time when the situation, as you have 
just described, is just the opposite insofar as our competitors are con- 
cerned. Is that correct? 

Mr. Morse. Correct. 


\MERICAN-OWNED SHIPS FLYING UNDER FOREIGN FLAGS 


Mr. Roonry. How many flagships are owned by Americans which 
fly under foreign flags 

Mr. Morse. "581, 

Mr. Roonry. Do you have a statement with you which would indi- 
cate who owns those ships / 

Mr. Morse. No, but I can supply it for the record. 

Mr. Rooney. Would you please do so at this point in the record, 
please ? 

Mr. Morse. Yes, sir. 

(The information requested follows:) 








Companies with majority stock ownership by U.S. 
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vessels 





citizens, operating foreign-flag 


Flag, type of ship, and owner 
Panama: Number 
Tanker: of ships 
American European Tanker Co., Inc___----~-- ids wicncceacge 1 
Salboa Transport Corp iad liga eed icls acts Sieben cgi cheap alee 
Bilboa Compania Naviera, S.A : eit ed ae el 9 
Caribbean Oil and Transport, Inc____-.----~--_- silt ee kins baaiecs amatae 1 
Compania De Navegacion Suffolk, S.A.._..._--_-____-- s 1 
Creole Petroleum Corp tm a Rae 1 
Esso Standard Oil, S.A.......... .-. sibs dattecian as Sietate seinen ] 
Ie a a leis el asl ib cts nga 4 
Maritime Transportation Co., S.A_- ada att aiicinilicikagenaed 1 
Mobil Tankers, S.A Bcd pe ech ees ae ah ee ae eas 7 
PIC STONER EN RCN I ee ra eink oni aivabehaes wel 1 
RN rn RU AND i ok ss eid bape eS 5 
rm: | CuTRTIMURINNOD I i al amid merece dnl soit Mat desc 30 
SrA ON NAER RRR RISEOEORAUR ES SOR 10 I Ss a cel apps arc si 6 
Petroleum Shipping Co., Ltd ee pain ate iano erae 14 
Bip Ventiirade Oomipsma Naviera, S.A... 2c cence a 2 
Santander Compania Naviera, S.Ais.s2o1. 2... i accuse. 2 
TO RUE CORE, MER cece adem eancs mnieieenie sane euuntean ein ie 1 
RNC SEN RCN CNL OD ico ctc ate bias iin ables Esmieierstun 4 
IID PREIS UNO oe ee Seemann an ace 13 
Texas Petroleum Co____---- wits cs vei tl Apt tinea te tid alec betelaet balsa ] 
TERI CO RII SEIN ts oe chai te nbn Kee ede weed ina ese 1 
Freighter : 
Alta Shipping Corp__-------~_- Bc i NI i ee 1 
AtaeO10s COOMPANIA MAVICTA, S.A. 34 eee rcs 1 
British India Steam Navigation Co., Ltd____--.____-______- - nae 1 
KORTE SSRORINMRIIOED, Pips ie es See ek eee 2 
Compania. Asatiims: TRRRROTIO6 ai os iss incck cee ne awn 1 
Compania Commercial Transatlantica, S.A_.--.---------.---~- 2 
RIERA CANIN BUR RTORURL, FS CER oo a i reir ceenae 1 
Cn Oommen NE. OA ee De ee eases 1 
RDEoracieiid ASCII NDEARTR OL: VEG WRINES PBC ote i Slender cetenas 1 
Pincers Compania NAVIere, B.b....12 cone ewe wcnee- sain 1 
I RU A ORR a sda ccna pant 2 
Naeeve (orcoun. toes Armuqores, BAW... eee cen 1 
Nueva Granada Compania Armadora, S.A__-------~---------~- 3 
Panama Gypsum Co., Inc_____._-_._--_-- dda ea eke : 4 
Pan-Ore S.S. Division of Alcoa International, Ine_____---------- 1 
PRTC SatmNNNNTD 090 OE on een ate eeinaoe T 
AMG CMAT A IOTRIIG DUR TIOTO. Cenk scien eee nicneemadion 1 
Puerto Libertad Compania Naviera, S.A_---..___---_--_-_-__-- 1 
Segovia Compania Naviera, S.A____ a ae gs a 1 
Standard Fruit and S.S. Corp__-___---_- octiteheds tee ieee 1 
TR ERRAMBRIRN LOD Dern MR EOUES RUN on oi i a ik hee ele macs 1 
Combo: 
Home Lines, Inc___- eteR ein e e oeaee ot Rae igshge 2 
Rissa OTT OE a ee So eee 3 
Liberia: 
Tanker: 
ea A UORINE ERD NO i ee ees inners se 15 
Alexander S. Onassis Corp_____- peat ee eee. 11 
Alliance Shipping Co., S.A_-_-__---___-- ‘scalenseaididisiabes ia catilen 2 
Argo Tankers, Inc____ we eee perme en sat ever “as 2 
ee rae Nii RR TN i ies a ceacue: 1 
Baffu Bay Shipping Co., Inc___________~ sel ee ae Url ae 1 
Sree eek ea NY NN a cee 3 
Oe EL (Ch 7: oe a a ee a 1 
a i sais ides anda 8 
Rene MIS RIERA 2s Sree eeenpeeimninmmannanemeneniaim 2 
pm RNIN NO on 2 


Com 
Flag, 
| Libe 
| 
| 
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Companies with majority stock ownership by U.S, citizens, operating foreign-flag 
vessels—Continued 
Flag, type of ship, and owner 


Liberia—Continued Number 
Tanker—Continued of ships 
Carthheen  “TeGRRNOT: BAN ceicnddvmnnandedadebumewnnnes Meeeoen a 
Central Tanker Corp a Sp sch Sl local i ws takes ee 1 
em TE FE a Cc EN a sia ei ncieoens  oaens m hde Blalascaie 1 
I te i i a cach lee olsen en ee ed eeas 1 
Compania 25071time Central, Gibiscncncanstidccnsaeneetaewna 1 
Ringrert S 1eGled (0... .csmndinewemesnmuni ane Maabameiniseus 3 
RUNTOETO “FRR i anit once erarccereercias oumebenets maralion ened eine ouomns 1 
Mlanigan, Loveland Shipping Co., S.AQ..ssscn ssc ncdonsinne 1 
CLT SF NTO BI vernonia nal abingamideeaiihetin 2 2 
Grand aes "TOneers: TMC... occurs cancuwdiodnwane sonnei ibenn +4 
ARPT ERNE Ogi eri co ricccticnsinion alnsnanee ae Deis dake eee een 1 
GTORRWIGD: BRONTE, SiR 5 nciecisea ic stennddendeiiinigaiiaaaaeeieibiaaans 1 
FiGminnnaersé TTANAHertation CGOrh..... 2 cnn sccncene nesses ++ 
Hercules Tankers Corp____-.---~- ack ental asda nae nie ee nite ekiedt eA desea 3 
Peet Gi ol A | ee ee schiaasiaxazspatdieaaiiaduighrmetill alesis 1 
TON Ce Og I eect occ prc ceernce aes ae bendewenenaion 1 
CATIR ROUT “TC IMIIINS NON 8 bi i io eee anna cnmeiebene 2 
Marine OATNDCRD LihG6, ING. 66 ccs ce en ecieimdan an 1 
Mobil TARMOTE CONEY: Bia oo ccecndin ceed n beer eeeeeen 1 
Ne@gbir BOIS Gi. CR ian nawcinied atau cha wasusewddaeee a 
NEL $5; OR Diciiccce wenn cnckeliabdds wutinda evens 1 
NOTA Daoine C0, Bite ccnnceteandeadceweangecsiaeeeeneeee 2 
Nornéss  Sninmine G0... BRC. oooh ek neces ce ccinsassuees 3 
INGPBGRS - RI a  s pou ocd eaes z 
Occidental Shinn ‘Co... BAW. wowace wees ese cekeedeua 1 
SRE FTE I ns scars dacs eis ns Ue ete Sahai de Sapcaty enicereian alco 1 
CORUROI FAG Cr | a Bin is ied ses eh ica ede wi 2 
Pacihe’ Navivehen CG). TBR eon chu Su nkumd aan wacaee 1 
Panexite. Conmnanin Da reeee. “Miko. ose eed 1 
PAK “TOMRGE ATOR caneikset wane aed Sts Stic conn bide kde 2 
Fnenix Petroieum Bae, oie. . wc cheek oe 1 
Punta Pieriiees (Bb Oto soenn eee cee baw 1 
Promemieus Boning. VO. BCs sons es ce ew eden ton 1 
MOG SIO RG0R ORs 6 ea ee ae ea a emcee laws 2 
BEORQUUC TAMEOES,. 6As oo caenSes een ccosle wood eeenewe 1 
MORUNG Reh Note TNO Skee i soak See anaes 2 
San Andres Compania Naviera, S.A ci ibe aon eslga age CRO pedis antes 1 
San Felicia Compania Naviera, S.A. ee ee 1 
GR CROPS TGs a ices er eee 5 de cban tab agit ncaa ae baie, 1 
Od Ovens SG. ee oe a os 2 Sees 1 
PCG eI cs Cac aoe a tea wee ee Pied Sev ieles nis om 3 
OURAN RENO sc. ss accesses esamanne anew ba ae uekadeeu a= 1 
Somerset Shipping LONE ELE TT OTE RS 3 
Sout Aiantic Marine, BA... wncncecwesuaweskas Bet GE ai 1 
Sine: LIne Bomne O.. 2b ccccedn cand basdedint aden tiadewin 1 
WW OBIUATOL Also nd canned wabiabisn dee ead ae eka cass 1 
Lanker Treanenort IC. o...n0.cien aa ren dalled sic deat AAA ae danse ah era ‘4 
ARE Py aca a APR een nc usec sri o iF ea cn os tld sea bs bas ea a ead 1 
TOeRtre NEVIS StIOn. OOS Kc waeew nes acawtonsaiees icmuas aeGk eine erie 3 
Three Diamond Buinoineg Oo. Bak wda ed ask ee 1 
Tide Water Tankers, Ltd... ---- Pe. ieaneewnaee act 2 
(LOLPO AS 450... TMG cn icnnmaninnaudidenteeacdowane Leas Rist 2 
LCORRCRROY "TORR ONS COO oniickcGunuwedicdodsausbes Subs dases 1 
Teansseeon -Steamebis: Core. Goo 6sli6 ee eek ene 1 
Lrengeceamic. SRINMIE COP Gi.ic sods aces SA. 4 
ROGRBUOUGS, CASTIGER: COC Dis cscvwnniennete Cadi ddncdiig aed lblinesn 3 
A | eR NURSE Sy, Sb i eccvsnttn serena amin eateacenss et bo cko aaeaee Pedi desie 1 
RSIREIRA Er aR RINE «INE 5 cu caches ee neler a ae ot cm a tare ance oe mcd asic neice 1 
OVENS. POUR BRIN TC eccinincinidce eergeld ace maaan cabanas iene 22 
West Atlantic Overseas Carriers, WS Ae scimciges 2 


WU OE TD OTIOER: - TG aca erate eases TEI Pe 1 
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Companies with majority stock ownership by U.S. citizens, operating foreign-flag 


vessels—Continued 
Flag, type of ship, and owner 


Liberia— Continued 


Number 

Tanker—Continued of ships 
World Banner Corp mites ioe wben mae iiientekincisa l 
World Beauty Corp ileal tts iatedia babe eecea eee sini l 
World Bond Corp __-- ina ot capesdibh aici a cinta eek Eee ard ee is 1 
World Tankers Corp sit Sethe te atin Bs a ar activa ahold tie cas pts i l 
World Tempest Corp sis Sa oa ix asa Scans gc ato sa 1 
Ce Be OS ae a a a eee ae aye a5 = bi 1 
World Thought Corp 1 
World Thrift Corp l 
World Tolerance Corp fui os l 
World Treaty Corp 1 
World Truth Corp ee stents io 1 
Zeeland Transportation, Ltd___- Jenewees Rates aie 1 

Freighter : 

Aqualinda Compania Naviera, S.A . 1 
Aldershot Steamship Corp ] 
Alexander S. Onassis Corp 9 
Almagro Compania Naviera, S.A 1 
Alvarez Compania Naviera, S.A z ] 
Andreavapor Compania, S.A ] 
Ariate Compania Naviera, S.A ] 
Atalaya Compania Naviera, S.A 3 1 
Atlantic Bulk Trading Corp ' 4 
Atlantic Oriole Steamship Corp 1 
Atlantic Robin S.S. Corp.—Panama 1 
Atlantic Starling S.S. Corp ‘ ] 
Avila Compania Naviera, S.S 1 
Avyalago Compania Naviera, S.A.—Panama 1 
Belant Shipping Co., S.A a ‘i 2 1 
Carga Del Sur Sociedad Naviera, S.A = oe 1 
Carreto Compania Naviera, S.A aa  ecacieene ] 
Central Navigation Corp Se “— 1] 
Chian Steamship Co., Ltd ‘ 1 
Compania Anonima Veneyolana i, l 
Compania de Transporte y Navegacion, S.A Beteonk 1 
Compania de Ultramar, S.A ; € 1 
Compania Fletera Cajotamil, S.A Z 7 1 
Compania Maritima Ador, S.A i 1 


Compania Maritima Columbella, S.A_ 
Compania Naviera Continental, S.A 
Compania Naviera Pardalina, S.A 
Compania Ulysses, S.A 

Coral Compania Armadora, S.A 
Dolores Shipping Corp 

Dunean Bay Tankship, Ltd 
Eastern Star Maritima, S.A ; 
Elderfields Steamship Corp... Panama 
Elias Compania Maritima, S.A_- 
Eltraders, Inc 

Fairseas Freighters Corp 

Geotas Compania de Vapores, S.A___________- 
Gotham Compania Naviera, §.A_________- 
Hanover S.S. Corp 
Jackson S.S. Corp — ; 
Kifissia Shipping Corp.—Panama____ : 
eres “OOMmmnnIn Naviere, BA. og oo So ee 
S200 NOIOINS ROO. Rebs ns eo sk 
Long Ships, Ine Be es ha en Sarg ee at eke Se 
Luarea Compania Naviera, S.A 
nN UD UREN NE ENA OUND ae a ee 
Mandovapor Compania Naviera, S.A 
Maracay Compania Naviera, S.A 


Be ek ke ek et et et tt tt tt tt tt 
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Companies with majority stock ownership by U.S, citizens, operating foreign-flag 


vessels—Continued 


Flag, type of ship, and owner 


Liberia—Continued Number 
Freighter Continued of ships 
Marathon Compania de Vapores, S.A__--- wg Ir 5 a ee : 1 

BES PIO SOUT Cc FA aaa vic iaiicn es evils ect ne eee 1 
Marshall Transportation Corp__-----~- seis ts lect aise niece os 1 
Mexican & West Indies S.S. Co., Inc.—Panama___—-___----_--.- 1 
Montepardo Compania Armadora, S.A__-..--.-----------~-- Rites 1 
Monteverde Compania Armadora, S.A_....-..-----------.--..- 1 
Morelos Compania Naviera, S.A.—Panama___------------------ 1 
Nereid Shipping Co., S.A__ ~~ baste Meatles celataee ssa) hia dacs Sach ead ; 1 
Niki Compania Naviera, S.A.—Panama_-_-__- 6 hn tacdees 1 
Noya Compania Naviera, S.A_................-- ieuitieonicerate 1 
Daehn Woreiere: Wie een is ss ecicuacewncencanabauie 1 
Ocean Liberties, Inc a a a er a 1 
Ocean Praders: (Parmar) Be nes ik a ad eh enchant eee 1 
Ocean Span’ Cor... cence eecun Sas eee See eee ek ent 1 
Omntim Carrier: Cor... ko cena ce bee enews ued 1 
Omnium Transportation’ 00... os nce Sedaka Cee 1 
Ormet Shipping Corp_- - aan aie hl tak 3 


Ortegal Compania Naviera, S.A_- 
Pacifica, S.A —_— es aI ON ih aE eae ll 
Pacifica Sociedad de > Carga, ha : 
Paisags CORMERID NAVIGrE, Dios o cn cose occa wnwareecens 
Panathena Trading & Shipowning Co. of Liberia 
Panoceanica Compania Marina, S.A 
Panoceanic Shipping Corp., S. A__-- 
Panoras S.S. Corp sce ad ane an, = 5 aca as picket eae cen 
Pinogana Compania Naviera, S.A_-_ 
Cambridge Steamship Corp-_. 
Ridgefield Navigation Co. Ltd sips dtiuscbtahpsadidp ances 
Rio Anton Compania Armadora, S.A 
Rio Azul Compania Armadora, S8.A_ 
Ronda Compania Maritima, S.A 
TLONRTIO Pare (OOP. ccc tecew ccecemenenmnxs a eaetae aE 
Sagamore Navigation Corp___..._...-------- = as 
San Emilio Compania Naviera, S.A__------- sais cn chelated 
San Felipe Compania Naviera, 8S. mi 

San Fernando Compania Naviera, 8.A.__--- 

an Gregorio Compania, Naviera, 8. A. 

San Juan Carriers, Ltd., Monrovia__--- ae ; 
San Rafael Compania Naviera, S.A__--~~--~- sx festa calatiaied ee alsa 1 
Seatankers, Inc- loan ee te ost ele Sad a iota heey ak ds ea 
Shipenter Lines, Ine a cies keene Mak wie 
Shipping & Trading Holdings, Inc_. ‘ ik: ueasdiee paeebicmae ied 
Ships & Freights, S.A pon, mF 
Steamship Co. of 1949, Inc.—Panama_-__- 
EGU RA nna INAED OR SOREN 8 eg 648 So ah ci eae encanta aioe eats 
St. John Shipping & Trading Cc orp- . 
Ts akivapor C ompania N¢ _ i IAs a sixtniepaid ain nae seaed aaa ndcaaiaad 
Tramp Freighter Corp., S.A ae ; aca tegen stl 
Transmarine Navigation, Ine 
Transpacific Transport Co___- é 
Transworld Carriers, Ine ; 
Trans World Steamship Co., Ltd se sien ; 
Union Shipping Corp.—Panama i on eae eee 
Universal Tramp Shipping Co., S.A ze of 
Universe Tankahipe, Inc. ............ sa a as 
West India Fruit & Steamship, Ine 
White Star Maritime Co., Ltd r 
World Legion Corp_ 
World Lovalty Corp. x 
World Luck Corp 
Zeeland Transportation, Ltd_ 


RL 
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Companies with majority stock ownership by U.S. citizens, operating foreign-flag 


vessels—Continued 
Flag, type of ship, and owner 


Liberia—Continued 


Number 
Combo: of ships 
tlue Steamship Co___--~~- pei les ral Sas se eee ee aes 1 
een eee SR NINIEIEAD NOD ons casa capneh hares nchatiatceb me a oem AMO ein 1 
Honduras: 
Tanker: 
mmpresa Tondurena de Vaporess ows 225 bok oes... 1 
Freighter : 
CN ER O00 Tne ee ocean ewon 3 
Standard Fruit & Steamship Corp.__......___.__-_- i eae 1 
PIG “POGAAr Ine: (CL WRT eee cee 14 
Venezuela: 
Tanker : 
EMAIL EROS OUI) BONN tai arenimciwerisse mn a kdidses opis eee 8 
Compania Shelle de Venezuela, Ltd_-- Sod atic este ea gee Rr eis 6 
A han OUD i cath ec i et ne ct eres no Selec ades 1 
SR ERS Ot AOD. AGA once nie ee a $ 
Venezuelan Sun Oil Co____-_- sail a Safe ees oot cree Salter nee weatns Gita anak ma Sk 1 
Freighter : 
Iron Mines Co. of Venezuela____— SE ee ee ee eee 5 


REDUCTION IN MARITIME TRAINING ESTIMATES 


Mr. Roonry. What was the request that the Maritime Board made 
to the Secretary of Commerce with regard to “Maritime training”? 

Mr. Morsr. $5.350.000. 

Mr. Roonry. And the Secretary of Commerce reduced that amount 
to how much ? 

Mr. Morse. $4,182,000. 

Mr. Roonry. Then you got to the President’s Bureau of the Budget 
and they cut it to $3,195,000, did they ? 

Mr. Morse. Yes, sir. 

Mr. Rooney. What was the amount of your request with regard to 
the “State marine schools” made to the Secretary of Commerce ? 

Mr. Morse. $1,370,000. 

Mr. Rooney. Who cut the $100,000 off ? 

Mr. Morse. At the Bureau of the Budget level. 

Mr. Roonry. In that instance, the Secretary of Commerce rec- 
ommended the amount that you had requested ? 


Mr. Morse. Yes. sir. 


REDUCTION IN MAINTENANCE OF SHIPYARD FACILITIES REQUEST 


Mr. Rooney. With regard to maintenance of shipyard facilities un- 
der “Salaries and expenses,” what was the amount you requested of the 
Secretary of Commerce ? 

Mr. Morse. $448,250. 

Mr. Roonry. What was the—— 

Mr. Morse. The same figure was approved at the Department level 
and we ended up with $371,700. 

Mr. Rooney. As the result of the action of the President’s Bureau 
of the Budget ? 

Mr. Morse. Yes, sir. 

Mr. Preston. Mr. Shelley ? 
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REDUCTION IN SHIP CONSTRUCTION AND REPLACEMENT REQUESTS 


Mr. SuHeiiey. You said there were 14 ships contemplated in the 
request for construction funds in 1961 4 

Mr. Morse. Yes, sir. 

Mr. Suevey. I think you have answered this, but, to get it in the 
record again, is this enough to meet the current re plac ement t obligations 
of the presently subsidized operators ! 

Mr. Morse. No; it is not. 

Mr. SHELLEY. What is the difference / 

Mr. Morse. We asked initially for 34 ships, but this was on an 
average. 

Mr. Sueittey. Will you repeat that, please ? 

Mr. Morse. We asked for 34 ships, but I want to give an explana- 
tion of that. This is averaging out the building requirements for a 3- 
year period. In fiscal year “1961 the contracts call for 44 ships, 44 in 
this year and a lesser number in the next 2 years; but to average it out 
so it would be on a constant level, we averaged it out at 34 for the 3- 
year period, 34 each year for a 3-year period. 

Mr. Suectey. Under the contractual obligations of the operators 
with the Government, 44 ships should be requested and built this 
year ¢ 

Mr. Morse. That is right. 

Mr. Suettey. We wind up with 14 in the budget request? 

Mr. Morse. That is right. 

Mr. Suevrey. That is a difference of 30 right there ? 

Mr. Morse. Yes, sir. 

Mr. Suetitey. And that same formula then will apply to the 2 
other years that you mentioned ? 

Mr. Morsr. Yes; but toa reduced scale. 

Mr. Suetxey. If you use the 14 figure ? 

Mr. Morse. Yes: but the number to be contracted for or obligated 
by contract was less than 44 in the other 2 years. 

Mr. Suetiey. That istrue. 

Have you asked, or if you did not, why didn’t you, ask for the 
funds for the required number of ships? 

Mr. Morse. Well, for two reasons: We thought that our budget 
should have some relationship to our fiscal 1960 appropriation, and 
secondly, asking for funds for 44 ships made it quite astronomical. 

Mr, Suetrey. Has this country the capability of building 44 ships, 
if you had asked for them and got the money in a year’s time? 

Mr. Morse. Yes. We could contract for that many ships in the 
shipyards. 

Mr. Suetiey. And the yards could take care of that program ? 

Mr. Morse. Yes, sir. 


STATUS OF SHIPYARD INDUSTRY 


Mr, Suetiey. What is the status of the shipyard industry in this 
country at this point? 

Mr. Morse. It is deteriorating. I can best explain that by indicat- 
ing what contracts were in the yards January 1 over a period of 
years and what the prospects are for the next year or so. On Jan- 
uary 1, 1956, and this is both new construction and major conversions, 
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there were 32; 1957, 94: 1958, 115; 1959, 85: 19—the figure I have 
is not January 1, 1960, but December 1, 1959, 70. 

There will] be at least 31 new ships delivered in 1960, so it is very 
obvious that the volume of work in the yards will be decreasing very 
rapidly. 

Mr. Suetiey. Can you supply for the record immediately after 
the figures you have given us a breakdown between new construc- 
tion and major conversions from these gross figures you have given 
us £ 

Mr. Morse. Yes, sir. 


(The information requested follows :) 


l 
7 


Number of ships under construction or conversion at Jan. 1 of each year 


New construction Major conversion 
Year Total 
At- Gulf Pacific | Great Total At- Gulf Pacific | Great Total 
lantic Lakes lantie Lakes 

1947 15 3 5 23 56 18 2 76 QQ 
1948 _ _- 4 ] 5 19 1 20 pa) 
1949 5 l 6 4 4 10 
1950_. 6 l l 8 x 
1951 6 l 14 21 21 
1952 <2 5 5 15 07 07 
1953 . xO 4 5 y YS OS 
1954 36 4 5 2 47 47 
1955_ 7 3 4 l 15 2 2 17 
1956 17 6 ] 24 0 2 s 32 
1957 66 4 l 76 14 4 1s 4 
1958 70 10 5 6 a} 15 5 1 3 24 115 
1959 50 Y 10 5 74 7 t ll 85 
1960 33 Y 17 2 61 2 1 3 6 67 


NOTE No Government conversion work done during period 1950-54 and data on private conversion 
work during the period 1950-54 not available. 


Shipyard employment at Jan. 1 of each year 





Gross employment Nature of employment 
Year | | | | 
Greet Maritime Private Navy 
Gulf Paci | Lakes Potal Adminis- | projects projects 
tration | | 
Be | = 
| 

1948 10, 413 | 5, 422 | 1, 862 | 48, 550 ) 

1949 5, 443 | 5, 345 | 1, 666 | #5, 590 (1) (1) 
1950 3, 643 1, 643 S90 34, 776 (1) ) (1) 
1951 3, 755 2, 846 1, 378 33, 216 (1) 1) (1) 
1952 3, 0238 4, 97] 5, OO9 47, 234 (1) ) (! 

1953 &, O48 4091 | 4, 948 62, 864 (1) 1) (1) 
1954 7, 389 5, 019 3, 034 52, 988 (1) (1) 1) 
1955 7, O46 5, 040 1, 733 40, 970 ) l) (1) 
1956 5, 473 4,858 1, SAS 37, 236 2, 96F 15, 496 18, 774 
1957 9, 426 5, 699 2, 372 49, 799 4, 672 28, 318 16, S09 
1958 13, 965 5, 923 3, 775 Sf, 99F: 8, 491 30, 848 17, 657 
1959 10, 904 4, 951 3, 560 55 557 2, 258 28, 462 24, 837 
1960 2 &, 043 4, 498 2, 929 54, 853 6, 946 17, 047 30, S00 


Statistics not available. 
2 At Dec. 1, 1989. 


Mr. Suetiey. What is the total employment record in American 
shipyards as of the last available figure you have? Can you supply 
that for the record ? 

Mr. Morse. Yes. We will supply that for the record. 

Mr. Suetiry. And supply it coast by coast or area by area. 

Mr. Morse. We will do it. 
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Mr. Suetiey. Can you then supply immediately following that to 
the best of your ability or the information that you have available the 
| total shipyard employment in Japan, in Italy, i in Holland, in Great 
Britain, in West Germany, and the Scandinavian countries ¢ 
Mr. Morssr. We will do so. 
(The information requested follows:) 


Latest available foreign shipyard employment data 


Date | Employ- | Date Employ- 
ees ees 
Denmark December 1957 19,291 || Netherlands__ January 1956 50, 000 
France. - October 1959 | 36, 000 |} Norway -. | September 195% 18, 750 
Great Britain - March 1958 | 222,000 || Sweden : | September 1959 30, 750 
Italy April 1958 40,000 ||} West Germany December 1958 _- 107, 472 
Japan = | January 1958__ | 145, 877 
| 


REPLACEMENT SHIP PROGRAM 


Mr. Suettey. How many replacement ships are now under con- 
tract 

Mr. Morse. Thirty-four. 
| Mr. Suenney. Can you give us at this point in the record a break- 

down as to estimated time of delivery for service of those 34 ships? 
Mr. Morse. Twelve of these should be delivered in 1960, 17 in 
| 1961, and 5 in 1962. 

Mr. Sureitiey. What will be the average age of these ships when 
they are replaced and their replacements are ready for operation ? 
| Mr. Morse. The average age of the ships turned in against these 
new constructions ¢ 
Mr. Sureniey. That is right. 
Mr. Morse. I can't give that offhand. We will have to supply that 
for the record. 
Mr. Suettey. Will you supply that for the record, please ? 
(The information to be supplied is as follows :) 
The average age of the old ships to be replaced by the 34 new ships presently 
under construction will be 18144 years at time of replacement. 
| Mr. Morse. I might mention here that under our contracts, if they 
were strictly met, the average-age of the vessels traded in at the time 
the new constructions were delivered would be about 2214 years. How- 
ever, because of the 30-ship lag which has occurred to date, the aver- 
age age is going to be in the area of 24 years. 

Mr. Sueiiey. And under this program, that you are talking about, 
if you fall to 14, it can eventually go up to 28 or 29, can it not? 

Mr. Morse. Yes, at 14 ships a year. 

Mr. Sueniey. Is it not a fact that under the Merchant Marine Act 
of 1936 as written by the Congress of the United States, which is the 
law of the land, and which you are administering and have the obliga- 
tion to administer, that no ship over the age of 20 years can “be 
operated and the operator receive a subsidy for the oper: ation thereof 
wiless you grant a waiver for the continuous operation of the vessel 
past the 20- year age / 

Mr. Morse. That is correct. 
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Mr. Sueiiey. So then we have the Government denying its own law 
in this effect, don’t we? Well, is that not the net effect of it? 
Allright. I will leave it. 
Mr. Morse. We are not replacing the ships at 20 years of age. 
Mr. Suevtitey. That is not a good answer, but it is sure an honest 
one. 
REDUCTION IN NUMBER OF SHIPS REQUESTED 


The number of ships that you requested of the Department of Com- 
merce was more than 14 ships. What was that figure for the 196] 
fiscal year? 

Mr. Morse. Thirty-four. 

Mr. Suetiry. What did the Secretary’s Office approve ? 

Mr. Morse. Twenty-six. 

Mr. Suevitey. What did the Bureau of the Budget then approve? 

Mr. Morse. Fourteen. 

Mr, Sueiiey. So you are in here with the Bureau of the Budget’s 
figure ? 

Mr. Morse. Yes. 

Mr. Suetiey. We think you are trying to do a good job but you 
are being obstructed in doing it. 


TRANSPACIFIC AND TRANSATLANTIC REPLACEMENT LINERS 


The transpacific and transatlantic replacement liners have been 
touched upon. They were touched upon earlier by the Under Seere- 
tary, Mr. Allen. 

Has there been any new approach since we last considered this situa- 
tion a year ago by the operators, meaning the United States Lines and 
American President Lines to put this program forward / 

Mr. Morse. I am not sure I know what you mean by “new ap- 
proach.” They indicated to me they are interested in going ahead. 

Mr. Suewiey. On the same legislative approach that was set up! 

Mr. Morse. Yes, sir. 

Mr. Sueuiey. Has there been any real pressing demand on their 
part since the project was postponed a year ago? 

Mr. Morse. I would not say that there has been a pressing demand 
by the operators. 

Mr. Suetiey. In the discussion with Mr. Allen this morning he indi- 
‘ated that part of the answer to this was a reluctance on the part of 
the Department of Defense to say at this point that there was any 
great need for this type of ship at this time. Do you agree with that 
statement? That is, as contrasted with what was said by the Navy 
a year ago and 2 years ago and 3 years ago? 

Mr. Morse. I do not know precisely what position is being taken 
by the Department of Defense but it is my impression that the De- 
partment of Defense is not now pressing for the building of these 
two passenger ships. 

Mr. Suettey. Is it fair to consider that the failure of the admin- 
istration, the Department of Defense, the Joint Chiefs of Staff, the 
Congress to resolve the conflict between the type of defense force 
we should have, as to whether it should be space, missile, unmanned 
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weapons, or the conventional-ty re. weapons may be a factor in this and 
that as far as the military facilities and vehicles being sought are in 
a nebulous area right now; they don’t know quite what they want as 
far as support facilities are concerned ? 

Mr. Morse. Well, putting it in my language, I would say the un- 
certainty of the mobilization requirements is the reason that the 
Defense Department has not supported the two passenger ships. 

Mr. SuHeiiey. In other words, this could be a factor, or may be a 
factor ? 

Mr. Morse. Yes, sir. 

RESEARCH PROGRAM 


Mr. Sueitiey. May I ask a couple of questions on your research 
program ¢ 

What projects in fiscal year 1960 have you engaged in to any pro- 
ductive result and what projects are still being carried on that have 
not been completed ? 

Mr. Forp. Of course, the major project in which we are engaged is 
the Savannah project. That, of course, is a continuing project and 
it will be carried on into the next fiscal year and the year after that. 

Another nuclear activity is the gas-cooled reactor. We also have 
a harbor project. 

Mr. Suettey. What do you mean by “harbor project” ? 

Mr. Forp. The Corps of Engineers is studying the nuclear effects 
in various harbors throughout the country. 

Mr. SHELLEY. Possible disposal ? 

Mr. Foro. We have a contract for a disposal barge, also a study 
with Public Health and Sperry Rand on powerplant. installations, 
containment shielding with George Sharp which are contractual 
studies. We also have a nuclear tanker study which we are proceed- 
ing with, the question pe suitability of a nuclear tanker for commer- 
cial a ations. 

Weare also engaged in 

Mr. Ueaay. “May I interrupt you right there? How far is that 
advanced and who is doing that study, and how is it being carried out ? 

Mr. Forp. It is being carried out as a design study and I believe the 
Joint Atomic Energy Committee is to get a report. 

Mr. SHetitey. You believe; don’t you know ? 

Mr. Forp. They are to get a report the first of April which I be- 
lieve is the date for a report on the advisability of proceeding with 
a project of this nature. 

We are engaged in a hydrofoil study and proceeding with the build- 
ing of an 80-ton, 60-knot craft dur ing the coming year. 

Mr. Suettey. Who is doing that ? 

Mr. For. The Grumman C orp. 

Mr, Suettey. How many of your own people are involved in that 
study ? 

Mr. Forp. This study is on contract, but of course the Office of 
Ship Construction and our own Rese: arch Office are continuing to 
follow up on these particulars. 

Mr. Suetiey. How many people do you have in your research office 
at the present time ? 
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Mr. Forp. We have one directly assigned as Coordinator of Re. 
search. However, we have a number of people engaged in research 
activities. For instance, the Nuclear Projects Office is completely a 
research office. We have people in the Office of Ship Construction 
who are engaged in research and ship design, cargo handling, et 
cetera, so that “there are quite a few people engaged | in research. 

We are in the process now of changing the designation of the Co- 
ordinator of Research and Nuclear Project s to the Office of Research 
and Development and directly assigning more people to that activity, 

Mr. Suetiry. And are the projects which you are presently carry- 
ing out all out on contract ? 

Mr. Forp. No. 

Mr. Suetiey. Outside of the Savannah job? 

Mr. Forp. No. They are not all out on contract. Some of the 
projects are being carried on within Maritime. 

Mr. Suetiry. For instance ? 

Mr. Forp. Design of a nuclear tanker. I believe there are four 
designs being studied now, and three of them are out on contract. 

Mr. Gopwtn. All the nuclear reactor work is on contract. George 
Sharp has one. 

HYDROFOIL STUDY 


Mr. Suetiey. How about the hydrofoil study ? 

Mr. Gopwin. That is being done by Grumman on a contract basis, 
We have reached the hardware stage and are prepared to build an ex- 
perimental craft. 

Mr. Suetitry. What type of craft are they building? 

Mr. Gopwrn. It is an 80-ton, 60-knot craft. 

Mr. Sweitiey. Was there an application in, or some contract made 
by another outfit on the Pacific coast called Waste King Corp. for some 
money for research on a hydrofoil operation ? 

Mr. Forp. There was an application by them of sorts where they 
proposed to get a title XI loan guarantee and to build a 40-ton, 40- 
knot craft which was an exact replica of the craft that is already in op- 
eration in Italy and asa research vehicle that would contribute nothing 
to the program. 

Mr. Morse. That does not necessarily mean that we have foreclosed 
the possibility that we will assist them in a research program to ob- 
tain some additional information through the research effort. 

Mr. Suetiry. As a matter of fact, if the y got it under title XI, 
you would get most of it back, would you not? 

Mr. Morse. If they get it under title XI, we may get the ship back 
in the event of a default. 

Mr. SHetiry. You would get something back. 

Mr. Forp. Under title XT it would have to be a commercially feas: 
ible operation. To date they do not have an operator under contract, 
which would have been a requirement even to obtain the title XI mort: 
gage guarantee. 

Mr. Suetiry. I don’t want to belabor the question, but don’t you 
think it would be part of your research to see if there were some Op- 
erator who would be interested in this field ? 

Mr. Forp. I think yes, after we have definitely proven the feasi- 
bility with the research craft, but we think that the research craft 
should come first. 
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Mr. Preston. Would you yield for a question at that point, Mr. 
Shelley ? 

Mr. Suetitry. Yes, Mr. Chairman. 

Mr. Preston. For the record, Admiral, would you explain briefly 
what a hydrofoil vessel is ? 

Mr. Forp. A hydrofoil vessel differs from a conventional vessel in 
that it flies on the water instead of operating in the water. It has 
foils or pontoons which provide the means of elevating the hull above 
the water and carrying it at much higher speeds than the conventional 
vessel, 

Mr. Horan. Could you give us the horsepower and how it propels 
itself, if you will yiel lthere ? 

Mr. Suettey. I will yield. 

Mr. Foro. I would like to furnish that for the record. I don’t have 
the figures here. 

Mr. Suetiey. Would you like him to furnish it at this point? 

Mr. Horan. Yes. 

(The information to be supplied is as follows :) 


General characteristics of the hydrofoil research craft 


ON ooo acc th nc sees in eeiaasinn accesible es Sasha eaten ic cig Saab ieee naasie feet__ 104 
I a lech i gaa ha a a Rae ae ls GG.24.: 25 
Draft (on foils) se encase cen pe koe ea eee eat esta ca pacman eb epiade Co... 4 
wonnewen 3 steel ei eh ee a ee Oi tons_— 80 
Os ivan a ea eae nied RE ee dic ahh eerie 422 Atel ated knots_._ 60-80 
PEGINDIC OD oo rhea obs maa pa ekiaeie aa eRe shaft horsepower. 18, 000 
I nas ine leaded ick in ca clade iti ated ea ted nce oti aie Te nautical miles__ 700 


The main propulsion engine will be a free-turbine conversion of the Pratt- 
Whitney J—57 series C (or equivalent) turbojet engine. 


Mr. Horan. I might say I was intrigued about it last year and I 
mentioned it to somebody who did not know about it and he wanted to 
know what kind of horsepower you had in it. It apparently requires 
more horsepower than conventional types by a long run and I was 
wondering what it was. Thank you. 

Mr. Suetiry. I asked about the operator because I cannot give you 
anything specific, but I have heard that there are some people on 
the west coast who thought that this would be adaptable, the Waste 
King operation for a small lift up through the inland passage and 
around the sound and along the coast. 

Mr. Forp. There is considerable interest in the program. Most 
of the aircraft manufacturers, Boeing, Martin, are interested in this 
program and I think within a few years there will be considerably 
more interest than at present. There is a strong possibility that this 
program will lead to much greater development of this particular ty pe 
of craft. 

Mr. Suetiry. Don’t you think it is just as well that we develop a 
craft of our own in this country rather than just sitting back and 
doing nothing because some other country has developed one? 

Mr. Forn. That is why we are going into this program. 

Mr. Sneniry. IT have other questions on operating subsidy, Mr. 
Chairman, but I think at this point they have been ‘answered until 
ny get down to that specific subject matter. That is all I have at 
this time. 
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Mr. Preston. Mr. Flood? 
Mr. Fioop. I have just a couple of questions. 


CONGRESSIONAL DESIGNATIONS TO MERCHANT MARINE ACADEMY 


Has this new system of designation by Members of Congress for 
the cadets of the Academy been in operation long enough to feel any 
good or bad reaction one way or another, the designation by blocs 
of 10% Have we been at it long enough to get a feel on the quality 
of the people you are getting ? 

Mr. Morse. Yes and no. 

Mr. Foon. Is there any scuttlebut on it ? 

Mr. Morse. From what I have heard, it is advantageous. We are 
getting more — more applicants who are trying to take these exami- 
nations each year and getting a wider spread of students. I think it 
isadvant a 

Mr. Fioop. How long have you been at it, 3 or 4 years? 

Mr. Morse. Two years. 

Mr. Fioop. The scuttlebutt is good ? 

Mr. Morse. Yes. 


OBSOLESCENCE OF SHIPS 


Mr. FLoop. Are you reasoning into the same kind of thing that we 
are running into in the Navy on the bloc obsolescence of these ships 
that you are setting up asa result of that war business? 

Mr. Morse. Yes, sir. 

Mr. Fioop. If that is true, how are you going to get the spread on 
your subsidy when you are up against the norm: ul yardstick of 20 years 
for life? 

Mr. Morse. That is why we are having to advance the replacement 
of some ships and defer the replacement of others. We are leveling 
off the peak so that the figures I am going to supply to Mr. Shelley 
will show that some of the ships that are being traded in may be less 
than 20 years, but that does not mean that they will all be less than 20 
years. 

Over the entire program they will average out from 22 to 24 years 
ach. 

Mr. Fioop. There is nothing sacred about 20 years. That is just 
the normal yardstic ‘+k we use, is it not ? 

Mr. Morse. That is the statutory requirement. 

Mr. Suetiey. Which was based upon some study, the economical 
life of a ship in which it could give service and compete in a trade 
route, is that right ? 

Mr. Morse. Both the economical life and the obsolescence factor, 
those are considered. 

Mr. Fioop. It was not picked out of the air. Iwas concerned. You 
had such a huge number. You must have had two or three hundred. 

Mr. Morse. Of the subsidized group we have 312. 

Mr. Fxoop. With a bloc obsolescence you have a problem with this, 
do you not? 

Mr. Morse. Yes, sir. 
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DESIGNS FOR FUTURE 


Mr. Fxioop. On plans for design and construction ahead even for 
the new ships you will build under this program, are you building in 
any long hi aired stuff as a result of the era we are entering, any ABC 
warfare business, other than turning a hose on and closing the win- 
dows‘ Everybody is all upset about ‘this kind of thing. Are the ship 
designers and planners and constructors consideri ing how it will affect 
cost? Are you going to build a hull like you did in the Spanish 
War, or what? 

Mr. Forp. We are building in wash-down facilities for instance, in 
all of the new ships, as we require it. 

Mr. Fioop. That is the end of it? There is no ventilation? It is 
probably the best, anyhow. Are the designers in the ships for the next 
20 years—you give birth to a pigeon tomorrow and she sails for 20 
years, you tell me. Twenty years from January 1, 1961, with what I 
know—I would be interested in an awful lot of things in ships that 
I do not have. Are you interested ? 

Mr. Morsr. That is one of the reasons we are very interested 
some of these submarine cargo ship possibilities. 

Mr. FLoop. We are I: wunching them as big as World War I cruisers 
now as submarines. What are you going “to do with these speeds? 
You are not going to try to outrun submarines. You cannot do that 
anymore, you ‘know. 

Mr. Morse. We are requiring a minimum of 18 knots and by pref- 
erence 20 knot speeds on the new cargo ships. 

Mr. Fioop. The outrunning of a submarine by a passenger ship is 
done for anymore. You cannot do it anymore. 

I have the feeling that not too much attention is being shown by 
ship architects about. what may be encountered on the surface and 
underneath the seas for the next 20 years. You will have the ships 20 
years. I do not think they are bothering too much about it, are they, 
or is it so prohibitive in cost that they cs annot ? 

Mr. Mors. The costs are astronomical, doing some of the things 
that would have to be done on a Navy ship, for example. 

Mr. Froop. Did they make a report on investigations and endorse- 
ment of violations, et cetera ? 

Mr. Presron. Mr. Morse covered ‘it rather extensively in his state- 
ment. 

BACKLOG IN CALCULATION OF SUBSIDY RATES 


Mr. Fioop. On page 10, the last sentence of the first paragraph, 
Furthermore, the calculation of subsidy rates for cargo type ships is more than 
a year behind schedule; rates for combination passenger ships are backlogged 
approximately 2 years. 

Is that SOP, or is that bad or is it good, or other than justifying 
new bodies, it is a good reason to justify new bodies and increase it a 
million dollars, but i is that bad or good ? 

Mr. Morse. It is bad. We are not keeping current with our work 
and the only explanation for not being more current is just the lack 
of bodies to do the work. The volume has been steadily increasing. 

Mr. Sueitiey. Will you yield? 

Mr. Fioop. Yes, 
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Mr. Sueiiey. But isn’t even this figure an improvement over what 
it was several years ago / 

Mr. Morse. Yes. We have materially improved it. 

Mr. Suetiey. Wasn’t there a point 2 or 3 years ago where you were 
4 or 5 years behind ? 

Mr. Morse. Yes, sir. 

Mr. Fioop. That is all. 

Mr. Preston. Mr. Bow? 

Mr. Bow. I would like to suggest, if I may, that the charts that 
the gentleman from California, Mr. Shelley, has requested, be over 
a 10- -year period. Take from 1950 down through so that we get a 
wider picture of the whole thing. 

Mr. Sueiiey. Very good. 

Mr. Presron. Very well. 

Mr. Suetiey. That is on ships and shipyard employment. 

Mr. Bow. Shipyard employment, right down. Make it a 10-year 
period. 

Take it from 1947. The postwar record brings us up to date. 

(The information requested appears on p. 348.) 


LAG IN CONTRACTS ON PLACEMENT OF SHIPS AND SUBSIDY PAYMENTS 


Mr. Bow. I want to join with those of my colleagues who expressed 
some concern over the fact that we are not keeping up with our 
contract on replacement of ships. It has been my opinion for a long 
time that where this Government makes a contract that we have a 
great responsibility to fulfill that contract. We ask others to do it 
with us and we can enforce it. 

People cannot enforce them against us. I am concerned that we 
are dropping behind. We are going to find ourselves in a position 
someday before long where very, very large appropriations will have 
to be made. perhaps when we are not as well off as we are today to 
make them. I simply want the record to show that I do not agree with 
the budget estimate of the Budget Bureau that this is a place where 
we can cut back. I think where we have this obligation we ought to 
fulfill it. 

I would like further to say that so far as the ships are concerned, 
we are spending millions and hundreds of millions of dollars to try 
to improve our relationship around the world. 

I have recently been on one of our new ships, the SS Brazi7 on a 
trip to South America. 

I think it is one of the finest things we can have, to show the United 
States and our progress, to go into a harbor with one of these fine 
new ships such as the Brazi/. People come out by the hundreds to 
look it over. They like to get aboard to see it. It shows the progress 
in the things we make. To me it is a very important segment in our 
world relationship. I regret that we are not going forward and I do 
think that we should keep our subsidy payments up to date. As long 
as we have them, if Congress doesn’t like them, they ought to repeal 
them. So long as they have the contract and the legislation, I think 
we should keep it current, both in operation subsidies and construction 
subsidies. 

That is all I have, Mr. Chairman. 

Mr. Horan. Is this just on ship construction ? 

Mr. Preston. This is general questioning. 
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COMPARATIVE WAGE SCALES IN VARIOUS COUNTRIES 


Mr. Horan. This is a very interesting subject and one that is partly 
before us because of our higher st: andards of living and general wage 

sales and various things that enter into the cost of construction and 
sper: ation of ships. I am under the impression that wage scales and 
. vious costs are on the increase in other countries. I wondered if we 
could have something supplied for the record that would give us some 
idea of that differential. 

Mr. Morse. Yes. We can supply you what the prevailing wage 
levels are in some of the other major shipbuilding countries, 

Mr. Horan. Could we have some indication to indicate whether they 
are on the increase in the maritime competition ? 

Mr. Morsr. We will supply as much information of this sort as we 
possibly can, Mr. Horan. 

(The information referred to follows :) 


Comparison of hourly earnings of shipbuilding employees in selected countries during 
the periods listed below 


{In dollars per hour] 








Period United Ger- Italy Japan Nether- | United 

States many | lands |Kingdom 

ki ee eee ere a ee RO ise hce siastie: a a os DRA Bicadcavsotinne ten 
1948 es Bocce ols engin omceaneee 1,40 20.60 
949. 1, 64 OO OP tc. scccmsnienensentas 1.40 . 56 
1, 67 Jb le ceconmiatdankeua oie .3l - 43 

1.79 . 40 40.32 0. 20 . 36 . 46 

1. 91 .42 | . 32 . 24 37 . 51 

2. 08 . 44 . 34 . 28 . 38 . 54 

2.14 . 46 35 . 30 .41 . 57 

2. 21 .49 . 38 . 30 41 . 62 

2. 33 . 53 .40 -32 . 46 . 68 

2.47 . 58 .41 . 3d . 50 ous 

2. 58 . 63 5. 42 . 36 . 51 73 

2.71 OP iit ch cewun 6. 36 6, 52 7,75 























1DG2.65=81; thereafter 3.80=$1. 

2 £1=$4.03 to Sept. 18, 1949; thereafter £1=$2.80. 
3DM3.33=$1; thereafter 4.20=$1. 

46-month average. 

§5-month average, 
$8-month average. 
710-month average. 


Comparison of monthly wage cost of operation, United States versus foreign ships 





Type of vessel | United Nether- Norway Germany United 
States lands | Kingdom 

—_—_—__ Se ee ectittniatinieli |_———$$— $$ $$$ eternal ees) SSeS eee — 
Slade tie | | | 
Cargo V¢ 2, 1955: 

Number in crew....<-...----.2.4..-- 48 57 Btovss si | 2B. See 

Monthly wage costs.........-...-....- $29, 182 $8, 284 | Si ii icdcaceasbntos 
Cargo VC2, 1956: 

Number in crew-.-. : casas 47 | 56 | BD cccsnnweceue 

Monthly wage costs--- laid $29, 373 $9, 550 ky ae |-------- 
Cargo VC2, 1957: 

Number in crew_._--- hoe : 47 56 MP aseezs ilcawebuamweue 

Monthly wage costs ee $30, 555 $10, 279 te Eetuieagas 
Cargo C-2, 1955: 

Number in crew...-- ee Saauate 51 ae oad 46 47 53 

Monthly wage costs.......-..--------- See ; $7, 253 $7, 235 $6, 800 
Cargo C-2, 1956: | 

Number in crew.....--.--.---.----.- i e.. : 46 50 55 

Montt hly RS occ cinek caveat acute aie OG: Ce Tcakantancn | $7, 112 | $7, 276 $6, 734 
Cargo C 1957: | 

Soest in crew bce ecacareeh a aaa mies ial OB Se wsnnka ; 51 | 49 53 

Monthly wage costs. ..........-------- CO oo iccnsnnax $7, 995 $7, 785 $7, 480 
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Mr. Horan. That is all, Mr. Chairman. 


OPERATING- DIFFERENTIAL SUBSIDIES 


Program and financing 





: 
1959 actual | 1960 estimate | 1961 estimate 


Program by activities: Payment of subsidies (object class 11) $127, 693, 052 | $128, 917,835 | $150, 000, 000 
Financing: 


Unobligated balance brought forward______- | —360, 887 | —167, 835 a bits oa snap ace 
Unobligated balance carried forward bee | 167, 835 |- 

a eds , Si aa 

Appropriation (new obligational authority) _.._..._._-- | 127, 500, 000 | 128, 750,000 | 150, 000, 000 


_ — — 


| 





Mr. Presron. At this point in the record we will insert pages 570 
through 580 and page 584. 


(i he pages referred to follow :) 


Summary of requirements 


Appropriation, 1960 (regular bill) ee Mes a oie 2 Laciicewelpatos rad $128, 750, 00 
Add: Proposed supplemental a a eee ; 32, 000, 00 
Total... 


pees i saaiababea siete Sk dist ecu ; bea eta -.---- 160, 750,000 


Base for 1961___- - a pelle cede Ae te ee oe oie 160, 750, 000 
Net difference—1961 over 1960: 








| Requirements Difference, 
ee ans _______| increase (+) 

| | or de- 

| 1960 | 1961 crease (—) 

ow d - estimate | 
4 i canbe Sls | state a eieeecaataeiae 

Payment of subsidies (gross requirements) -| $160, 750, 000 $150, 000, 000 |—$10, 750,000 —10, 750,000 
Total estimate of appropriation, 1961 ; cou ‘ Lek .-------- 150, 000,000 


GENERAL STATEMENT 


The payment of operating-differential subsidy is under authority of the 
Merchant Marine Act, 1936, as amended, and is for the sole purpose of as- 
suring the continuance of an American-flag, privately owned merchant fleet. 
The higher costs of operation under the American flag make it impossible for 
the American operator to maintain his fleet in competition with foreign ships 
unless some form of financial aid to offset the disparity in costs is provided. 

The provisions of the operating subsidy contracts between the operators and 
the Federal Maritime Board insure accomplishment of the foregoing, in that 
they obligate the operators, as a condition to receiving subsidy aid, to— 

1. Be and remain citizens of the United States throughout the period of 
the contract. 

2. Operate under the contract only vessels constructed in and documented 
under the laws of the United States, and replace such vessels, as required 
by the contract, only with vessels built in the United States. 
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3. Man the vessels with citizens of the United States and comply with 
minimum manning scales, minimum wage scales, and requirements as to 
minimum working conditions. 

4. Use only articles, materials, and supplies of the growth, production, and 
manufacture of the United States, whenever practicable and to repair such 
vessels within the continental limits of the United States except in an 
emergency. 

5. Operate in regularly scheduled service and maintain vessels of the 
size, type, speed and with the proper equipment required for the opera- 
tion and maintenance of the service, route or line in such manner as neces- 
sary to meet competitive conditions and to promote foreign commerce. 

6. Deposit funds, if and when earned, to cover depreciation of vessels on 
a 20-year basis, to provide for vessel replacement. 

7. Subject his operations to continual surveillance by the Federal Mari- 
time Board-Maritime Administration to insure compliance with the terms 
of the contract. 

PROGRAM ANALYSIS 

Subsidized services 

At the present time there are 15 subsidized operators in the liner service of 
our foreign commerce and it is expected that contracts will be executed with 
new operators before the end of fiscal year 1960. 

Applications are now pending from eight companies for operating-differential 
subsidy agreements. 

At the present time the 15 subsidized operators have 312 ships in operation, 
of which 311 are company owned or under use agreement pending delivery 
of new replacement ships and 1 is chartered from the Maritime Administration. 
Present applications for use of additional ships in new or present services will 
increase the fleet to 452 ships. 

The St. Lawrence Seaway was opened for ocean-going ships in the spring of 
1959 and the Federal Maritime Board authorized subsidized service from this 
area during the 1959 fiscal year. Pending applications for this service are shown 
under Group C of the schedule of Maximum Contractual Requirements and Esti- 
mated Voyages. It is anticipated that some of these applicants will be approved 
for subsidized service to commence in the spring of 1960 and the estimate pro- 
vides funds for payments resulting from such service. No funds are included 
in the estimate, however, for payments which may result from approval of any 
of the pending applications other than Great Lakes service. 


JUSTIFICATION 


The budget estimate developed for fiscal year 1961 and the revised estimates of 
subsidy accrual for the various years involved reflect all rates which have been 
developed by the staff or established during this past fiscal year. 

Subsidizable domestic costs for calendar years 1947 through 1958 were verified 
through the field audit staff in the respective district offices. 

In developing the fund requirements for this program it was necessary to 
make certain assumptions based on the most current data, information, and 
experience. These assumptions and methods used in the preparation of this 
estimate are outlined hereinafter. 
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A. VOYAGES 


Appropriations for fiscal years 1957 through 1960 placed a maximum contrae. 
tual limitation on the number of voyages upon which the Federal Maritime Board 
could award contracts. The schedule of voyages which follows this justifica. 
tion indicates actual and estimated requirements for calendar years 1959, 1960, 
and the first half of 1961. 


B. METHOD USED IN CALCULATING SUBSIDY ACCRUAL 


In computing subsidy accrual for the calendar years 1959-60 and the first 6 
months of 1961, the following determinations were made: 

1. Voyages—The number of voyages to be made during the period January 1, 
1959, through June 30, 1961, by each subsidized operator was based on the esti- 
mated required annual voyages necessary to carry the potential future cargo 
and passenger offerings based on a review of the present trend of world com- 
merce. 

2. Subsidizable domestic cost—Domestic costs, together with voyages and voy- 
age days, for calendar years 1947 through 1958 were verified through the field 
audit staff of the respective Maritime district offices and represent audited costs 
or costs from the operator's records prior to audit, with test checks being made 
as time and circumstances would permit. The average domestic cost per voyag 
in 1958 was applied to the estimated number of voyages projected for 1959-60 
and the first 6 months of 1961 to determine the estimated domestic costs for 
those periods. 

3. Subsidy rates.—The following items of vessel operating costs are subject to 
subsidy payments: 

(a) Wages (officers and crew). 

(b) Subsistence (officers and crew only—not passengers). 

(c) Maintenance (upkeep) and repairs not compensated for by insurance. 

(d@) Stores, supplies, and expendable equipment (1947-55 only). 

(e) Insurance: 

(1) Hull and machinery. 
(2) Protection and indemnity premiums. 
(3) Protection and indemnity deductibles. 

The operating-differential subsidy rates used in computing this budget esti- 
mate were: 

(a) Rates for each subsidizable item and applicable calendar year as ap- 
proved by the Federal Maritime Board ; 

(b) If rates for particular years or items had not yet been approved by the 
Board, rates for subsidizable items ready for submission to or recommended to 
the Board and pending approval by the Federal Maritime Board as of July 
1959 were used ; 

(c) The rates applicable to the latest calendar year as determined under 
(a) or (b) above were used for subsequent years; 
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(d) In general the following subsidy rates were used in the computation of 
the budget estimate: 


Type rate Calendar year 

TW GCG occ ht oS ppeweeEekmm bis 1956, all operators and 1957 for approx- 
imately one-half of the operators. 

eS EI a i ie Di enh ea 1956, all operators and 1957 for approx- 
imately one-half of the operators. 

Maintenance and repair__._._-...-_-~_~- 1956, all operators. 

Stores, supplies, and expendable equip- 

MONE. a ccaceewetesaecinbet ne duos 1955, all operators—final rate.* 
Hull and machinery insurance___----_ 1956, all operators. 
Protection and indemnity insurance... 1956, all operators. 


1The Federal Maritime Board determined on July 26, 1956, that effective Jan. 1, 1956, 
the stores, supplies, and expendable equipment item is to be eliminated as a subsidizable 
item of expense, 

These rates were applied to domestic costs for calendar years 1957 and 1958 
to determine the estimated subsidy accrual for calendar years 1957 through 
1960 and the first 6 months of 1961. 

The 1958 actual voyage costs as reported were used as the basis of the esti- 
mates for calendar years 1959, 1960, and the first 6 months of 1961. 


Cc. METHOD USED IN CALCULATING SUBSIDY PAYABLE 


The amount shown as the “Estimated Subsidy Payable” (table, p. 584), rep- 
resents estimated subsidy accrual from January 1, 1947 to June 30, 1961, less 
estimated recapture accrual on a cumulative basis for the same period. 

In computing recapture (50 percent of cumulative excess profits), the follow- 
ing factors were considered for calendar years 1947 through 1958: 

1. Profits and/or loss before subsidy and Federal income tax. 

2. Estimated subsidy accrual. 

3. Federal income taxes (adjusted to reflect voluntary deposits, etc.). 

4. Ten percent of capital necessarily employed (adjusted to include al- 
lowances under current and prior subsidy billings). 

For the subsequent periods, calendar years 1959, 1960, and the first 6 months 
of 1961, the profit or loss before operating-differential subsidy and Federal 
income tax for calendar year 1958 was used as a basis for projecting this data 
for these years. 

The amount of subsidy payable is further affected by the cumulative feature 
of determining the total amount of recapture. For example, if an operator 
during the first part of any accounting period has earnings in excess of 10 per- 
cent of capital employed for say 3 years, and then for the fourth year has earn- 
ings below 10 percent of capital employed, the cumulative earnings for the 4 
years might be reduced, on the average, to a figure below 10 percent of capital 
employed for the 4-year period. This would mean that the recapture which had 
been withheld from subsidy payments for the first 3 years would be eliminated, 
and the amount of subsidy so withheld would then become due and payable to 
the operator. 
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D. REVISED PROCEDURE FOR MAKING PAYMENTS TO SUBSIDIZED OPERATORS 


On June 18, 1959, the Maritime Administrator approved a modification of the 
present billing procedure with respect to payments under operating-differential 
subsidy agreements so as to permit payments on account of 90 percent of sub- 
sidizable wages, after recapture, prior to the incorporation of final subsidy 
wage rates in the respective subsidy agreements, provided the contractor’s audit 
of the voyage account for such voyage has been completed and the Maritime 
Administration’s auditors have verified correctness of the account. Subsequent 
to June 30, 1959, subsidy billings in accordance with the above may be submitted. 
This action will result in more prompt payment when rate calculations are back- 
logged and during the first year only will increase appropriation requirements, 


E. METHOD APPLIED IN CALCULATING EXPENDITURE REQUIREMENTS 


The following factors were considered relative to cash requirements for ex- 
pe ok purposes: 

All final rates for all calender years through calendar year 1956 for all sub- 
sidized operators are approved for incorporation in the applicable contracts. 

2. All 1958 final cargo rates for all subsidized operators will be approved for 
incorporation in the applicable contracts not later than April 30, 1960, and rates 
for passenger service for calendar year 1957 will be approved not later than June 
30, 1960. 

3. Annual subsidy audits will be made for all operators for the calendar years 
1948 through 1953, and for approximately one-half the operators through 1956 by 
the end of fiscal year 1960. 

4. Audits of expense items eligible for subsidy will be made on a current basis. 
This represents not to exceed a 9-month lag in the audit of subsidizable expenses 
items. 

Based on these factors, cash requirements for both fiscal years 1960 and 1961 
are estimated as follows: 

1. 100-percent payments would be made from 1948 through 1953 and some of 
the operators through 1956 by the end of fiscal year 1960. 

2. 100-percent payments for the balance of calendar years 1954 through 1956 
and part of the operators through 1957 would be made by the end of fiscal year 
1961. 

3. Estimated payment of 90 percent of wage subsidy would be made through 
c iE ir year 1960 by the end of fiscal year 1961. 

The subsidy payments for calendar year 1960 were distributed one-fourth 
in ant year 1960 and three-fourths in fiscal year 1961. 

5. The subsidy payments will be made for the first 3 months of calendar year 
1961 in the 1961 fiscal year and are included in the cash requirements. 

6. As reflected on the summary schedule of subsidy accrual, expenditures and 
estimated cash requirements, the amounts estimated for pending applications 
have been adjusted to cover only sailings to be made from Great Lakes ports in 
calendar 1960 and the first 6 months of 1961. 
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7. The cash requirements for fiscal 1960 indicate a shortage of approximately 
$32 million for currently approved operators. This will result in a supplemental 
request of approximately $32 million for fiscal 1960. 

&. It is anticipated that early in 1960 the Federal Maritime Board will approve 
pending applications authorizing an increase in maximum contractual voyages. 
However, cash requirements estimates are limited to the operators from the 
Great Lakes area. 

9, Funds are requested to provide for Great Lakes operations to start April 
1, 1960. The amount requested will provide for payments due for operations 
during calendar year 1960 (approximately an 8-month season), all of which will 
be payable in fiseal 1961. 

10. Profit estimates used in this budget estimate for calendar years 1959, 1960, 
and the first half of 1961 were based on the actual profits for calendar year 1958. 
A downward turn in the shipping industry for calendar year 1958 resulted in a 
reduction in recapture and an increase in subsidy payable resulting in a larger 
appropriation requirement, and conversely an increase in profits in 1959 and 
1960 would result in an increase in recapture and a decrease in cash require- 
ments. 

F. FINAL PAYMENTS 


The 100-percent payments of subsidy payable have been completed as follows 
at June 30, 1959: 

1947.—Final annual accountings and payments have been completed for all 
operators. 

1948.—Final payments for all operators except Grace Line. 

1949.—F inal payments except for Grace Line. 

1950—Final payment except for Grace Line. 

1951.—Final 100-percent payments have been completed for American Export 
Lines, American President Lines, Farrell Lines, Lykes Bros. Steamship Co., 
Mississippi Shipping Co., Moore-McCormack Lines, Oceanic Steamship Co., 
Pacific Argentine Brazil Lines, and Seas Shipping Co. 

1952.—Final payments have been made to American Export Lines, Farrell 
Lines, Lykes Bros. Steamship Co., Mississippi Shipping Co., Moore-McCormack 
Lines, Ocean Steamship Co., Pacific Argentine Brazil Lines, and Seas Shipping 
Co 

1953.—Final payments have been made to American Export Lines, Farrell 
Lines, Lykes Bros. Steamship Co., Mississippi Shipping Co., Moore-McCormack 
Lines, Oceanic Steamship Co., Pacific Argentine Brazil Lines, Pacific Transport 
Lines, and Seas Shipping Co. 

1954,—Final payments to American Export Lines, American Mail Lines, Far- 
rell Lines, Mississippi Shipping Co., Pacific Argentine Brazil Lines, Oceanic 
Steamship Co., Pacific Transport Lines, and Seas Shipping Co. 

1955,—Final payments to American Export Lines, Mississippi Shipping Co., 
Pacific Argentine Brazil Lines, and Seas Shipping Co. 

The following pages show the estimated voyage requirements, the computa- 
tion of funds required and the status of estimated recapturable amounts through 
fiscal year 1961: 
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PROPOSED SUPPLEMENTAL REQUEST 


Mr. Preston. Mr. Morse, I think it would be appropriate to ask 
you at this time how this proposed supplemental request of $32 mil- 
lion for operating-differential subsidies came about, although we do 
not have it under consideration today. I would like to have some 
comment about that. 

This is the supplemental request. 

Mr. Mayot. Our estimates last year were based on the profit ex- 
perience for the calendar year 1957 and our estimated recapture, as 
[ recall the figures, for the next 2 years were around $25 million per 
year. Now, with the 1958 experience showing profits going down, 
those recapture figures show at $5 million, so there is $20 million dif- 
ference each year on that, plus the policy of the Administrator of 
paying 90 percent of wage differential prior to establishment of the 
final rates. 

Mr. Preston. Is that a new policy? 

Mr. Morse. That policy was adopted about a year ago as I recall. 
Prior to that time we paid only 75 percent of the conan wage sub- 
sidy. 

Mr. Preston. These losses of $20 million a year from recapture, 
what does that do? 

Mr. Morse. That is a result primarily of the shipping depression 
that the companies are experiencing and have been experiencing in 
1958 and 1959 and will continue to experience this year and probably 
next year, but we anticipate by 1962 conditions will have improved so 
that the operators will be in a better earning position, which will 
mean that the recapture will be greater. 


SALARIES AND FINANCING 


Program and financing 











| 1959 actual 1960 estimate | 1961 estimate 
Prog rom by activities: | 
. Administrative expenses De pawn $7, 587, 536 7, 714, 400 $8, 086, 000 
2 Maintenance of shipyard facilities_-_--- ~~~. -- 733, 633 688, 400 371, 700 
3. Operation of warehouses - -- | 706, 365 711, 600 953, 300 
4. Maintenance of reserve training ‘station. ___- 35, 654 7 4 
5. Reserve fleet expenses --- see edies | 6,161,117 | — 4, 900, 000 5, 514, 000 
6. 1959 program obligated in BONG ys on ag) sawed —218, 282 | a 
a eee SE oe on ccs wsacccdaccuscausaeon | 15,006,023 | 14, 014, 400 | 14, 925, 000 
Financing: | | | 
1959 appropriation available in 1958. __- BIG FIN 8 in westsslenpacksamotcncdes<< 
Unobligated balance transferred from “Ship construction 
(liquidation of contract authorization)” (73 Stat. 52) —43, 000 
Unobligated balance no longer available - _ ----- 67,145 
Appropriation (new obligational authority) - - --- |} 15,248,450 | 14,014, 400 14, 925, 000 


Se 





50435—60——__24 
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Object classification 





a 
1959 actual | 1960 estimate | 1961 estimate 





Total number of permanent positions___........-- pede nake sac 2,310 | 1, 893 1, 926 
Full-time equivalent of all other positions._............--....-|--...----..--- 1 1 
Average number of all employees. _...........--..------------| 2, 041 1,810 1, 842 
Number of employees at end of year_.--.......-.-.---------- | 3, 019 we 1, 834 1,915 
Average GS grade and salary. -................-..............| 8.2 $6,872 8.3 $7,025 | 86 $7, 142 
Average salary of ungraded positions. ipueihnciae w-----2------| $4, 876 $5, 086 . 
01 Personal services: 
SnD: ROG enews remhemames $12, 258, 335 | $11,395, 050 $11, 695, 340 
Positions other than permanent__-..-.--.---- kedavokt 1, 261 5, 000 5, 000 
Ne NN TN ccm cn atiginatiny dbanabae cans | 159, 468 184, 400 131,010 
Total personal services___--- ies neha ade cacgetden eae ates |} 12,419,064 411, 584, 450 11, 831, 350 
eae ee ee Sas aaa wn actniepiatesae scone aire nee es 112, 287 129, 450 139, 650 
03 Transportation of things_...........-....--..--- dawcabinice 56, 283 37, 080 40, 740 
OR REI BITE 3 0 neni Se ec ccconsdenn 165, 226 161, 545 158, 475 
05 Rents and utility services_.._..........--- Se aeenened 310, 385 358, 810 371, 910 
06 Printing and reproduction. _-----....-..--- ae Peete ats 50, 989 54, 900 54, 900 
07 Other contractual services. .-_-_...................-..-- : 201, 297 211, 115 584, 020 
Services performed by other agentes... 02. F335 65, 804 70, 540 136, 540 
08 Supplies and materials...........--- cdetadbeuatin aaah | 794, 782 617, 230 813, 010 
Pr nn die oudonen Shee 125, 254 48, 790 42, 490 
ENE SS ARREST TET SE Ee a ae nen aan a 143, 832 |....... wtibbu Geen 
11 Grants, subsidies, and contributions. ................---- 747, 294 23, 300° 730, 015 
13 Refunds, SWAPS, BINT TRGCTUNICIOS . 6 oo sco tcc nnwcccenwun 13, 366 8, 500 8, 500 
ee No ahead abioieden sini 18, 442 8, 690 13, 400 
1600 program Odligated t 1086... ...............-....0........ —218, 2 282 |--------------|-------------- 
I Sn a a ee | 15,006, 023 14, 014, 400 14, 925, 000 











Mr. Preston. Let us insert in the record at this point pages 585 
through 587 of the justifications. 
(The pages referred to follow :) 


Summary of requirements 























US ee mM fe. 
Add: cost of health benefits program.._........- nc Spied ee scat ee eS Sn 103, 300 
Deduct: 
Nonrecurring extra SaaepaneS accent tanta pda Stee Awa cumdecesisuss $43, 675 
RT EE ers a en eaennwne Deneuebie ebanenuieawen eiie wnat mac 356, 890 
MN Seg so a hauls ns ae ae ndwe ask desebeahsonvwaabbeaeeeceemaan es 400, 565 
ees Ot BO oc cdccanencsune rekon tw ieG est aks ReGCweheswasKhcesehesUSWeStetcckukaas 13, 717, 135 
Net difference—1961 over 1960: 
| 
| Requirements Difference, 
ae increase (+-) 
| or de- 
1960 1961 crease (—) 
adjusted estimate 
ER -} ——— 
Administrative expenses._..._........-.-- eal ae $7, 743, 700 | $8,086,000 | +$342, 300 
Maintenance of shipyard een =~ 332, 500 371, 700 +39, 200 
Operation of warehouses ......-..........-.2.<....6-- 716, 135 953, 300 +237, 165 
ROOST UU Oy PENOIION ois ooo cn cece ci dcadccenccuce 4, 924, 800 5, 514,| 000 +589, 200 
ra eI ee etna 13, 717,135 | 14, 925, 000 ee 207, 865 +1, 207, 865 








Total estimate of appropriation, 1961................ ah tials @eoain ke einee ek sGekn eimai 14, 925, 000 


Summary ef estimated obligations 
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Administrative expenses 











| 
Estimate, 1960 (adjusted) | Estimate, 1961 
































T 
Justification | Maxi- | A verage| | Maxi- Average] 
mum |number; | mum |number 
number} of posi-| Amount num ber| of posi-| Amount 
of posi- tions | of posi-| tions 
tions tions 
01 Personal services: | 
| } | 
Regular salaries: | 
Washington: 
Federal Maritime Board and | 
related offices. 61 | 55.3 | $468,004 | 67} 64.5] $530,720 
Office of Administrator and | | 
staff offices... - dl 110 | 105.1 | 793, 293 | 110 105.1 | 793, 293 
Office of General Counsel - a 57) 54.5 422, 372 60 56.8 437, 989 
Office of Ship Construction. __| 53! 50.6| 456,352 56 52.9 478, 705 
Office of Property and Supply. 113 110.0 | 628, 650 113 110.0 628, 650 
Office of Ship Operations_____| 45| 43.0 | . 387,722 | 45 48. 0 337, 722 
Office of Government Aid____. 83) 79.3 | 637, 572 91 5.3 | 674, 658 
Office of the Comptroller... __- 102 |} 98. 5 719, 346 102 8, 5 719, 346 
ee ; sas ere cee 
Total, Washington.___._._.- | 624] 596.3 3 | 4, 463, 311 644 | 616.1 | 4,601,083 
= dp ———— ee | Se = = = 
Field: | 
Federal Maritime Board and | | 
related offices 7 4.0 39, 832 | 9 8.5 74, 626 
Office of Administrator and | | | 
staff offices... 41 | 40.2] 306,887] 41); 40.2|  — 306,887 
Office of General Counsel - 5 | 5.0 31, 158 | | 5.0 31, 158 
Office of Property and Supply. 71 68.8 418, 373 71) 68.8 | 418, 373 
Office of Ship Operations | 77| 73.6} 559,507 87 81.1 614, 783 
Office of Government Aid.____ 18 17.2 127, 865 21 19. 4 | 140, 223 
Office of the Comptroller____- 115} 110.9 | 738, 867 | 115 | 110.9 738, 867 
ie RNase a ET TS 229,489 | 349 | 333.9 | __ 2,824, 917 
Total, regular salaries_._.___| 958 916.0) 6, 685, 800 | 993 | 950.0 | “6, , 926, 000 
Part-time and temporary employment._-_!---- | 1.0 | oy ee 1.0 | 5, 000 
Regular pay above 52-week base___- ieee oe eee ee BONO Sciicwoccateaeal | 29, 000 
Payments above basic rates: Living and | | | 
quarters allowance___- ee 13, 000 a sinniclmaecainen 13, 000 
Total, personal services _ _- 958 | 917.0} 6,732,800 | 993 | 951.0 | 6, 7 3, 000 
a a aa bis | 1,010, 900 | / = Soe | 1,113,000 
EE MI Ss oes oc cs esd et theca Secon oes | 7,743, 700 ies ...-|--------| 8,086,000 
| 


| 





ADDITIONAL POSITIONS 


Mr. Preston. Mr. Morse in his general statement spoke in some de- 
tail about the additional positions requested in this budget. 

Are there any questions as to salaries and expenses ? 

Mr. Suetiey. I would like to ask one at this point, Mr. Chairman. 
I don’t quite see the answer from a quick look. 

Since the last appearance here, Mr. Morse, have there been any new 
top positions created in your agency, up in the 16’s, 17’s or 18’s, or 
14’s and above? 

Mr. Morse. No, no new ones created as far as I recall. There may 
have been an upgrading once or twice, occasional upgrading. 


Mr. Sueiiey. People who are in their positions? 
Mr. Morse. Yes. 
Mr. Suetiey. Are there any 16, 17, or 18’s that were open at the 


time you appeared last year on your 1960 budget that have been filled 
since? 
Mr. Morse. I think we have only two 17’s in our entire agency. 
Mr. SuHewtiey. That is all. 
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CONFLICT OF INTEREST 


Mr. Fioop, I only had one question, Mr. Chairman. As a matter 
of policy, I have often wondered about it, in the Department of De- 
fense we are going into it in great detail now in the Appropriations 
Committee and so is Mr. Hébert, i in the Legislative Committee, as it 
relates to conflict of interest. Does that ever get in your hair in this 
place of yours? Is it a problem? Have you ever been kicked around 
about it at all? Did you ever have to meet it and dispose of it in any 
way! It would occur to me that, and it was mentioned downstairs 
this morning in connection with the merchant marine—I never heard 
of it, but I would like to know if in your oftice since you have been 
there, is this thing we have so much trouble with in the Pentagon 
going to be a problem for you? Do you need any legislation ? Can 
we help you if you are not in trouble so that you do not get in trouble? 
It isn’t the kind of thing you want to raise yourself. It is the kind 
of thing you do not talk about in polite circles but I want to help 
you if I can because we are going to try to help the Defense people. 
They tell me you have had trouble. If there is anything you think 
that you should have to prevent yourself from getting into trouble, or 
your people, say so and I will take it up with Mr. Bonner and see if 
we can help you, if you feel the need of it or if you want to examine 
the question and report later. 

Mr. Morse. No, Mr. Flood. You say we have been in trouble. I 
am unaware of it if we have been. 

Mr. Fioop. I do not know it asa fact. I heard that this morning. 

Mr. Morsr. There are statutes covering the situation at the present 
time. In addition, there are Department of Commerce regulations on 
conflict of interest. In addition, the administration and Board has 
its own quite severe rules and regulations governing this field. 

We endeavor to police it to the best of our ability and I think we 
do so quite thoroughly to assure ourselves that none of us steps out of 
line. 

Mr. Froop. We have laws and regulations insofar as our procure- 
ment are concerned, but not the great body of the Armed Forces. We 
are concerned about this question of when a new weapons system is 
about to be let out on contract—and we deal in billions of dollars— 
you know what a contract for $250 million for weapons system X 
means to the stock of the ABC company and a lot of people we were 
wondering would go and buy stock and if you are in on the ground 
floor in a deal like that, you are loaded. The procurement people are 
prohibited by law in the defense area. If you feel this is a problem, 
Tam sure if you will let us know, we will try and help you. 

After you see these defense laws that Congressman Hébert is work- 
ing out with us now, if you are interested, let us know and we will try 
to ‘help > you if you think it would do you any good. 

Mr. Morse. We would be interested in seeing it. We are very care- 
ful. I think our people are very careful on these things. We police 
it pretty ¢ carefully, also. 

ATTORNEYS 


Mr. Preston. Mr. Morse, how many attorneys do you have? 
Mr. Morsr. Thirty odd. I have the figures here somewhere. We 
have 34 attorneys. 
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Mr. Preston. These three positions in the Office of General Counsel 
would be attorneys? 

Mr. Morse. Yes, sir. Two of them would be trainees; one would 
be stenographic. 

Mr. Preston. When you get your attorneys, do you get them from 
the Solicitor of the Commerce Department, usually ? 

Mr. Morsr. Do we get them from the General Counsel of the De- 
partment of Commerce? 

Mr. a Yes. 

Mr. Morse. No, sir. 

Mr. Preston. , Do you budget for your attorneys ? 

Mr. Morse. Yes, sir. 

Mr. Preston. That is not true with all agencies of the Department 
of Commerce. That is the reason I asked the question. 

Mr. Morsr. You must bear in mind the fact that we are a dual 
agency, a regulatory agency and an agency of the Department. Most 
of our activities, or a zood share of our activities, that the attorneys 
handle are Board activities which are independent of the Department. 

Mr. Preston. And you have thirty how many ? 

Mr. Morse. Thirty-four. 

Mr. Preston. And you cannot do this work with 34 that you say 
you need to have done by these three additional attorneys ? 

Mr. Morse. That is correct. I was General Counsel for 9 months 
when I first came to Washington and I assure you it is a madhouse 
up there. We havea tremendous volume of business that goes through 
that office. 

Mr. Preston. Do you have a question, Mr. Horan, that you wanted 
to ask? 

REQUIREMENT FOR ADDITIONAL STAFF 


Mr. Horan. No. I was just intrigued. I think it is pretty well 
covered in the justifications and also in Mr. Morse’s statement, but 
with such a reduction in ship construction, I was wondering why you 
had to have additional people in that division. 

Mr. Morse. Bear in mind that we are building up new construc- 
tion. 

Mr. Horan. Looking forward to greater interest in title XI after 
the Savannah has been proven ? 

Is that it? 

Mr. Morse. Well, when we talk about ship construction itself, we 
are only getting into a ship replacement program. We have awarded 
ships only commencing in 1958, cargo ships, 1958 and 1959, so that the 
volume of new construction is just really beginning to roll. Title XI 
is a different aspect. We review the plans and we supervise the con- 
struction to be sure that the construction conforms to the plans which 
are approved by Maritime. 

Mr. Horan. This request, then, is rather anticipatory right now. 
Isn’t that right ? 

Mr. Morse. No. I donot think so. We have a big volume of title 
XI applications which have been approved. We have a big volume 
of applications which are pending. 

Let me indicate briefly, if I may take a few minutes of your time, to 
indicate selected activities in various areas to indicate the increase in 
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volume of work in our agency. Cases docketed for hearing by the 
hearing examiners has increased in 1953 from 20—in 1959 it is 94; 
operating subsidy applications in process, in 1953 were 5; in 1959 
are 14; number of subsidized voyages completed in 1953 was 1,517, 
in 1959, 1,750; cargo data reports proc ceed, i in 1953, 28,516; 1959, 53,000; 
title XI mortgage insurance, that didn’t start until—well, contracts in 
force started in 1953 with 1; ; today we have 35, in 1959. 

Pending applications starting back in 1955 were 9, today we have 
31. That will indicate how the volume of business has been picking 
up in our agency. That is why we come in and ask for additional per- 
sonnel. We think it is fully justified. Otherwise, we wouldn’t be 
making it. 

Mr. Horan. That is all, Mr. Chairman, excepting if you have any 
more figures to indicate the increase in your workload, I would like 
to se .e the sm. 

Mr. Morse. It is pretty fully set out in the material which we have 
compiled for our budget estimates. 

Mr. Horan. That is all, Mr. Chairman. 


MAINTENANCE OF RESERVE FLEET 


Mr. Presron. There has been some question raised by the GAO 
about your maintenance practices and the whole sy stem of the re- 
serve fleet. You have commented to the GAO on that. I have read 
what you had to say in your statement and justifications about what 
this money will do for fiscal 1961 with reference to the 922 ships that 
we are now maintaining in the reserve fleet 

What is in your opinion considered the state of maintenance of 
these ships, the shortest period of time that these ships could be put 
in class for use in event of an emergency ? 

Mr. Morse. We know the condition. We have historical records 
of the condition of all these ships, with the exception of around 70 
or 75. Some of them could be put into operation in a matter of a 
week, particularly the ones which we are taking back on a trade-in 
basis. Others—for example, some of the tankers which have been in 
use in recent years and laid up—are in good condition and could 
be returned to use fairly promptly. There are some of the other ves- 
ig which will require drydocking and substantial work to be done, 

» I would say that on a crash basis certainly some of them could 
ie put into operation in a matter of a week and others might take 
as much as 6 months to put into operation. 

Mr. Preston. What would be the average ? 

Mr. Morse. I will supply it for the record. We would just be 
hazarding a guess to begin with, depending entirely on the number 
of facilities that are immedi: utely available to drydock and repair 
these vessels. 

Mr. Preston, That is what the GAO was talking about when they 
said you did not have sufficient records to know what you could do 
with this fleet in case it was needed. 

Mr. Morse. They are in error when they said we did not have rec- 
ords on many of them. We admit we do not have records on 75 in 
round figures, but we do have records on most of them. 

Mr. Forp. The average time would be 30 to 60 days providing 
the facilities are available. 
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Mr. Morse. I think 30 to 60 days may be a little optimistic when 
you break out a great many ships, but perhaps the best way to ex- 
plain this would “be to indicate to you what happened during the 
Korean situation when we broke out four or five hundred ships, to 
indicate what the delays were ‘in getting those ships into operation. 

Mr. Preston. What was the history of that ? 

Mr. Morse. I do not have it offhand, but we will supply it for 
the record. 

Mr. Preston. I wish you would. 

(The information to be supplied is as follows :) 

Activation of Maritime-owned ships—Elapsed days from departure at reserve 
fleet site to loading berth 


In the early stages of the Korean conflict 161 ships in 6 different groups were 
reactivated from the fleets, as per the table below: 


ee 


Number of | Average | 

Ship group ships days per |} 
} ship 

iw 

l 15 8.3 | 

2 20) 12.3 

3 30 20.4 | 

' 38 31.1 

) 25 20. 5 | 

6 33 28.5 

| 


As additional Government-owned ships were reactivated and in operation, 
reaching a high of 599 Ships, the reactivation time increased, reaching a peak 
in January of 1952 of 57.6 days to reactivate. This was caused by the over- 
crowding of the shipys ards as a result of so many Government-owned ships 
requiring reactivation and voyage repairs, and the large fleet of privately owned 
ships pressing for repair at the earliest possible date. 


TYPES OF VESSELS IN RESERVE FLEET 


Mr. Micue.. The chairman anticipated my area of interest and I 
must confess I am a bit confused because on this matter of reserve 
fleet I was going to ask whether we have any kind of commercial 
vessels in mothballs as such. 

There has been much to do about the need for building new ships. 
What kind of ships are these that we are not using? Can we use them 
at all at some future date? 

Mr. Morse. We have in round figures 2,000 ships in the reserve fleet. 
About 1,400 of them are Liberty-type vessels, which are World War 
II vessels which we are scrapping as rapidly as we can scrap and still 
get a reasonable return to the Government. The other 600 are tank- 
ers, troopships of one type or another, et cetera. 

Mr. Micuen. Are any of them of smaller tonnage than Liberty 
ships? 

Mr. Morse. Very few, if any. 

Mr. Micue.. When I was in Indonesia the Minister of Transporta- 
tion made the point that since they kicked the Dutch out, one of their 
most pressing problems was transportation, particularly, since most 
of the communities were tied together not by rail and highways but 
by shipping. I said, “Could you use some Liberty ships?” He said, 
“No. Those are too big.” I was thinking in terms of the better than 


—— 





he 
sh 
pl 
Ww 


sn 


is 
D 


mM 


1 


| 





Se 





\ 
i 
| 


375 


half a billion dollars of aid we have given to Indonesia. If these 
ships are just going to rot in our country, and can be used there, let’s 
put these to use instead of appropriating more in dollar aid. That is 
why I asked you specifically, Mr. Morse, if there were any ships of a 
smaller nature that they could actually use. 

Mr. Morse. Yes. There are some what we call C-1-MAYV-1’s, and 
I think there may be some N-3’s still in the fleet. which are small inter- 
island-type ships. 

Mr. Micuet. Would we have any use for those at some future date ? 
Do you contemplate a need for them ¢ 

Mr. Morse. Not the N-3’s, but the C-I-MAV-1’s are included in our 
mobilization plans. 

Mr. Suetiry. I think I can supply a little information. Some 
years ago, toward the end of the Korean war, the Republic of Kore: 
wanted to buy some C-1-MAYV-1’s and one or two of the South Amer- 
ican nations bought some. I think two or three were sold to the Re- 
public of Korea and a couple of South American countries and imme- 
diately the Department of Defense—when they saw this type vessel 
going out of our control—moved in and put a hold on 18 or 20 or 21 
that are left, which are the only things we have at this time for small 
interisland or coastwise operation in any landing or holding operation 
we might be forced into. 

Isn’t that the situation ? 

Mr. Morse. That is correct. 

Mr. Micuer. I am wondering in view of Mr. Flood’s observations 
arlier about keeping up with the times in architecture, et cetera, 
whether or not one who specializes in defense thinks this is sound, to 
keep an old-fashioned ship around for some eventuality, or will De- 
fense at that time come in and say, “We have to have something brand 
spanking new. We can’t use them.” 

Mr. Suettey. Inthe military they probably will. 


NUMBER OF POSITIONS ON REQUEST TO BUREAU OF THE BUDGET 


Mr. Preston. How many positions did you ask the Bureau of the 
Budget for under “Salaries and expenses,” Mr. Morse ? 

Mr. Morse. We asked for 2,107, requested to the Bureau of the 
Budget. 

Mr. Preston. Positions? 

Mr. Morse. This is in all areas. Are you speaking only of admin- 
istrative employees ? 

Mr. Preston. “Salaries and expenses,” how many new positions, I 
should have said. I am sorry. 

_Mr. Morse. Are you referring only to the salaries of the administra- 
tive employees? 

Mr. Preston. Yes. How many new positions did you ask the 
Bureau of the Budget for under “Salaries and expenses”? Your 
budget calls for 101 total, but under S. & E., you asked for 97. 

Mr. Morse. I think we will have to supply that for the record, Mr. 
Preston. 

Mr. Preston. It is not available? 

Mr. Mayot. I do not have it with me. I have just the request to 
the Bureau in total. I do not have how much of that was increase. 
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Mr. Preston. You asked them for 2,100? 

Mr. Mayor. 2,107 in total, covering all activities. 

Mr. Preston. That is less than you allowed under the budget re- 
quest. : 

Mr. Morse. I think that must be “Salaries and expenses.” 

Mr. Preston. That would be comparable to 1926. 

Mr. Mayor. Yes, sir, that is correct. 

(The information to be supplied is as follows :) 


Comparison of new salaries and expenses, positions requested of Bureau of the Budget 
with number approved 





| } 


mequnates | Approved 


Administrative expenses. ...-......--- nateas iat bactcabiks tel ooieatdbts 74 | 35 
W arehouses eDreaahe : ; ‘ 


15 } 15 
Ss COO UNI ig skis < satsebind cites sechh >< Ei gdsescend atppaeesbet | 185 47 
RE ss oe os | 


aise sie te 2 AO, Ae ei sel de valde da 274 | 97 


Maritime TRAINING 


Program and financing 








| | 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 





1. Merchant marine cadet training. ...................... $2, 537, 431 $2, 856, 800 $3, 151, 800 

Rr apenas SEMIN CRIN 2 3s oP aos oS ccs waeveeen | 39, 899 43, 200 43, 200 

| en eee att de —— ——— ee 

IN iin atsencniacithcancodrksendesaseetn’ | 2,577,330 2,900,000 | 3, 195, 000 

Financing: 

Unobligated balance transferred from ‘‘Ship construction | 

(liquidation contract authorization)” (73 Stat. 52).....-.. | a ae Se canenpaneasetaaiine 

Unobligated balance no longer available. _........-.....--| 198 bocidonccatwedsliek$ceue ‘ 

Appropriation (new obligational authority) -__.........-- 2 2, 579, 450 | 2, 900, 000 | 3, 195, 000 





Object classification 


























| | 
| 1959 actual | 1960 estimate | 1961 estimate 

aeeiotnen sidieSedbis ae ws peor ss 
Total number of permanent positions. _..............-..-.----] 260 266 270 
Full-time equivalent of all other ee Bena chanel pale 1 1 1 
Average number of all employees----- Ss cataiea eed a 253 259 | 263 
Number of employees at end of year_..........-..-- ; cae oF 53 | 266 270 
Avernge GG wradé and'selary - -... 2.5.22... 8c 2 eel 5.3 $5, 084 | | 5.3 "$5, 069 | 5.3 $5,048 
Average salary of ungraded positions. ...............------.- $4, 382 *, 936 $4, 936 

01 Personal services: | | 
Permanent positions... -_-.-- pe aed eee Soe een $1, 234, 482 $1, 296, 800 $1, 312, 100 
Positions other than permanent. __.....-----.-------- 3, 160 4, 000 4, 000 
Other persondletrwiees 2.61.4 conn a oe eee se cti 339, 868 341, 800 346, 600 
OUND TORRE CITIES ono sii seein wownwcasnns 1, 577, 510 1, 642, 600 ek 662, 700 
I 0 ee et Satine in 24, 088 25, 500 36, 500 
03 Transportation of things.............-..---------------- a 3, 408 3, 300 3, 300 
04 Communication services............----.--- PSPs vesekumwan | 21, 882 22, 500 22, 500 
05 Rents and utility services.............---.---- BR aca 37, 345 45, 900 45, 900 
06 Printing and reproduction. ......-.-...-...--.--.-------.- 16, 856 9, 100 9, 100 
07 Other contractual services__........-.----....--------4--. 475, 385 665, 600 691, 900 
Services performed by other agencies. .-_.-_------------ 41, 141 40, 500 40, 500 
08 Supplies and materials............................ Bee 264, 233 312, 700 | 335, 600 
> MINOR a  ceciuelaceccipeseanal 36, 968 48, 300 261, 000 
11 Grants, subsidies, and contributions.....--.-------------- 77, 533 83, 000 | 85, 000 
13. Refunds, awards, and indemnities_..............-.----.--- BAO A encGccs ane eealegesupsdense 
15 Taxes and assessments_..........--.-- swlbhh dime eeckt <5 771 1, 000 1, 000 
Total obligations. _____. oes fa ee Sees tials eiatekiore 2, 577, 330 2, 900, 000 3, 195, 000 
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Mr. Preston. Let’s insert in the record at this point pages 619 and 
621 of the justifications. 
(The justification pages are as follows :) 


Summary of requirements 





Appropriation, 1960 (regular bill a a ites ak ea gs ce nh ms nbn eis aiigin cite gshid wi eiecianwse <= Sa eee 
Add cost of health benefits program Lsinau asp dchebibshetebathonredaspebedéudwsandtkacce eats 13, 800 
Deduct ROMPOCUITING GXtra COMNGREANIG GAT. «ook. de sicn cewencwusccanecesocdnscncacnctccesacce 800 
Base for 190i...-...-... SANA a ERED oases eabekdind sade chia daiae 2, 913, 000 
| 
t Requirements | Difference, 
cies ees pigeon ET COED 
| or de- 
2 1960 | 1961 | crease (—) 


adjusted | estimate 


| $3, 151, 800 | 


+282, 000 
43,200 | 43,200 | 


Merchant marine cadet training, Kings Point, N.Y-| $2, 869, 800 
5 Cadet Training Office, Washington, D.C. .._--- 


r ONAL... + nisawiacnccunvahortatdmemsueieaeun | 2,913,000 | 3,195,000 | +282,000 +282, 000 


| 
| 





rote: estamete Of appropetatintl, 1068, uc. 3s ~ccectencnde cence cieskducSccecsucacenvesdnn 3, 195, 000 
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MARITIME TRAINING 


This appropriation covers the cost of maintaining and operating the Federal 
Merchant Marine Academy at Kings Point, N.Y., and a training liaison office 
in Washington to provide staff assistance to the Administrator on training mat- 
ters as Well as liaison with State marine schools, 

The budget estimate for 1961 provides for the continuation of current programs 
with increases in several important areas at the Academy. The principal in- 
crease is in the funds provided for modernization and rehabilitation of the in- 
structional facilities and equipment. 

Provision has also been made for the following significant items: (1) Increase 
in personal services to strengthen the instructional and supporting staff, (2) ad- 
ditional travel funds, (3) a minor adjustment in level of major repair program, 
(4) additional funds for books and periodicals, and (5) replacement of motor 
vehicles. 

Cadet training, Kings Point, N.Y. 


1960 1961 Difference, in- 
(adjusted) estimate crease (+-) or 
decrease (—) 








PG eta nts cneatedeesastns Jcaknas sv desescnoemesaipes oo] 262 266 +4 
i ~~ $1,611,000 | $1, 631, 900 +$20, 900 
ioa.......... ee ee eee ae Ree et 1’ 258, 800 1, 519, 900 +261; 100 

iin il EN ae sa Eee 2, 869,800 | 3, 151, 800 +282, 000 





These funds are requested to operate the Merchant Marine Academy and to at- 
tain the program objectives described above. Personal services funds provide 
staff for performing the training, administrative, finance and supply, medical, 
security, and maintenance functions. All other funds provide for the regular 
operating expenses of the installation such as communications, utilities, laundry 
and other service contracts, maintenance of property and equipment, fuel, sup- 
plies and materials, ete., as well as mess facilities, uniform and textbook allow- 
ances, major repair projects, and modernization of instructional equipment. 

Mr. Preston. I think we have covered the maritime training and 
State marine schools reasonably well during the previous questioning. 

Are there any further questions on the subject of State marine 
schools and marine training? 


NUMBER OF VOYAGES 


Mr. Rooney. I have just one further question, Mr. Chairman, with 
regard to voyages. 

Mr. Preston. Mr. Rooney. 

Mr. Roonry. With regard to the allowance of new voyages in the 
current year’s appropriation, to wit, 150, would you insert at this 
point in the record a statement indicating the companies which had 
not held contracts prior to July 1, 1959, to whom you have awarded 
voyages in the current year ? 

Mr. Morse. We haven't awarded any new operating subsidy con- 
tracts this fiscal year to new operators. 

Mr. Roonry. No new operators? You are requesting permission 
for 150 new operators in the coming year, are you ¢ 

Mr. Morse. Yes, sir; voyages for 150 for new operators for fiscal 
year 1961. 

Mr. Rooney. At the moment, can you tell us whether or not you are 
going to process any of these ? 
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Mr. Morse. It is our belief we will be in position to process all of 
the applications, which would aggregate 2,700 voyages. 

All applicants would be processed and finalized before the conclu- 
sion of fiscal year 1961. 

Mr. Rooney. Of the 150 new applicants which you would be al- 
lowed under the terms of the committee print now presented to us, 
you would be able to issue those voyages to them ? 

Mr. Morsr. Yes, sir. 

Mr. Roonry. Are they listed anywhere in the justifications? 

Mr. Morse. Yes, at pages 579 and 580. You will see on page 579 
in the category “Great Lakes operators” they have application for an 
aggregate of i12 voyages. Some of those are existing subsidized op- 
erators. The only one that is not existing is McC arthy. 


(NoTe.—Pages referred to appear on pp. 364 and 365.) 


Mr. Roonry. The reason for not issuing new operators voyages in 
the current year is what ? 

Mr. Morsr. Administrative processing of the applications. 

Mr. Roonry. That is all, Mr. Chairman. 


STATES MARINE CONTRACT 


Mr. Preston. You haven’t yet entered into the States Marine con- 
tract ¢ 

Mr. Morse. No, sir. 

Mr. Preston. When you were last here it was felt it was rather 
imminent. 

Mr. Morsr. Yes. That was delayed, I would say, primarily because 
of the hearings before the Merchant Marine and Fisheries Committee 
dealing with this question whether there was a section 804 involve- 
ment. That has reference to the ownership by officers and directors 
of interest in foreign-flag lines to compete with American-flag vessels. 

Subsequent to those hearings, which were fairly extensive, the ap- 
plicant filed voluntarily, because there is no statutory requirement at 
the present time, for a public hearing on this question. The applicant 
filed with the Board a request that the Board do proceed with a public 
hearing on this question. The hearing has been held and, as I recall, 
it is now submitted to the examiner for his recommended decision and 
that will then come to the Board for ultimate determination. 

Mr. Preston. Is the result of the hearing a matter of public record 
at this point ? 

Mr. Morse. Not as yet. The examiner’s recommended decision has 
not been issued. 

Mr. Presron. With reference to the hearings on involvement in 
foreign flags, that has not become a matter of sublic record yet 

Mr. Morse. No; I will furnish it to you when it is public 1 record. 
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Strate Marine ScHoors 


Program and financing 




















1959 actual 1960 estimate | 1961 estimate 
— - | | 
Program by activities: 
1. Grants for State marine schools. .........-..-....... as $185, 263 $975, 000 $300, 000 
2. Uniforms, textbooks, and subsistence of cadets. .._- zea’ 320, 193 1, 890, 600 930, 000 
3. Maintenance and repair of vessels_.........-.-----.---- 186, 688 | 150, 000 | 250, 000 
Gt NNN. nc aaccainn sansae aca nnddenenanbee 692, 144 3, 015, 600 1, 480, 000 
Financing: Unobligated balance no longer available.........-- | WO Pe. a ceckace Fe ncuaoenemene 
New obligational authority.............-..-.-..---.....- | 695, 000 | 3, 015, 600 | 1, 480, 000 
New obligational authority: | 
Appropriation - --- cnwne eee pimentpthie kta hal ,al 695, 000 150, 000 250, 000 
Contract authorization (new) (permanent) (72 Stat. 622)_.)......-......- 2, 865, 600 1, 230, 000 
| 











Status of unfunded contract authorization 
mone Ut | | 
| 1959 actual {1960 estimate | 1961 estimate 


Unfunded balance at beginning of year_..........--...------- Dee ee eee $1, 905, 600 
Contract authorization (new) (permanent) -....-...-...-.------ ei tebewed |} $2,865, 600 | 1, 230, 000 
Unfunded balance at.end of year......-.-.....---------.--.-.- Pena wdde eens } 1,905,600 | —2, 115,600 

Appropriation to liquidate contract authorization.---__- Rete cc oeakee 960, 000 | 1, 020, 000 


(The pages referred to follow :) 
Mr. Presron. We shall insert in the record pages 630 and 633 of 
the justifications. 
Summary of requirements 














Appropriation, 1960 (regular bill ‘ . $1,110,000 
Base for 1961 1, 110, 000 
Net difference—1961 over 1960: 
7 ! | 
| Requirements Difference, 
| hickediile pe ates _|increase (-+-) 
or de 
1960 1961 | crease (—) 
| estimate estimate 
Grants for State marine schools | $975,000 | $300,000 | —$675,000 
Uniforms, textbooks, and subsistence of cadets _- 1, 890, 600 | 930,000 | —960, 600 
Maintenance and repair of vessels oat 150,000 | 250,000 ; +100, 000 
| 
Subtotal, gross requirements 3,015,600 | 1,480,000 | —1, 535, 600 
Deduct: obligations to be liquidated in future years. .|—1, 905, 600 —210,000 | —1, 695, 600 
Gross requirements = 1, 110, 000 , 270, 000 +-160, 000 +-160, 000 
Total estimate of appropriation, 1961__-- ier seers .-. 1,270,000 
Summary of estimated obligations 
| Actual, 1959 | Estimate, | Estimate, 
(adjusted) 1960 amount | 1961 amount 
Other objects: | 
Other contractual services $186, 688 | $150, 000 | $250, 000 
Grants, subsidies and contributions 505, 456 2. 865, 600 1, 230, 000 
Total obligations 3 692, 144 3, 015, 600 1, 480, 000 
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GENERAL STATEMENT 


The budget estimate for 1961 is based on funding requirements established by 
the Maritime Academy Act of 1958 (72 Stat. 622-624). This act provides con- 
tinuing indefinite contract authorizations covering the cost of grants to the 
States and allowances to students for the full course of study for each cadet, 
the course being 4 years at one school and 8 years at the others. No further 
obligating authority is required under this appropriation for these activities. 
Obligating authority is required annually, however, for repairs to vessels. 

For 1961, the appropriation required is $1,270,000, representing $300,000 for 
direct grants to the States, the same as appropriated in 1960; $720,000 for cadet 
allowances, an increase of $60,000 over 1960, resulting from a rising enrollment 
trend; and $250,000 for maintenance and repair of training vessels, an increase 
of $100,000 over 1960, needed to cover long-delayed repairs and current mainten- 
ance requirements. 

JUSTIFICATION 
Grants to States, $300,000 

The estimate for this purpose is based on the level of grants to the States 
established in the 1960 State marine schools appropriation, i.e., $75,000 per year 
for each State to cover expenses incurred in operation of State marine schools, 
The total cash requirement for 1961, therefore, is $300,000 for the four State 
academies. 


Allowances to Cadets, $720,000 


Cash requirements for liquidation of contract authorizations under this ac- 
tivity in 1961 total $720,000. This amount will provide for the payment of 
$600 to each cadet as provided in the Maritime Academy Act of 1958. It is an- 
ticipated that an average of 1,200 cadets will be in attendance at the four acade- 
mies for the full year. The increase in the amount required over the current 
year is due to the increase in average cadet attendance. The funds appropriated 
in 1960 were intended to cover an average of 1,100 cadets, resulting from an 
initial enrollment of 1,200. It now appears that initial enrollment for the 1960- 
61 academic year will be approximately 1,300; therefore the average for the year 
will increase by at least 100. 


Repair of vessels, $250,000 


The 1960 appropriation provided $150,000 for the maintenance and repair of 
the four training vessels on loan to the States. For the past several years each 
school has had to perform the annual drydocking and repairs for an average of 
$37,500, regardless of the condition of the vessel and the extent to which repairs 
must be made in order to place the vessel in class. 

As a result of the increasing age of the vessels, with resultant deterioration 
and increase in repair requirements, and the continued rising costs in the ship 
repair yards and in essential replacement parts, it has become more difficult in 
recent years to meet Coast Guard requirements of keeping the vessels properly 
repaired and equipped. Many urgently needed repairs have been continually 
postponed in the past until funds were available. As a result, during the past 
several years only those repairs needed to meet minimum Coast Guard require- 
ments have been accomplished. Frequently Coast Guard requirements have been 
met by obtaining a temporary waiver on important repairs until funds were 
available. For 1961, approval of the request is needed in order to keep these 
ships in a reasonable state of repair. 


Mr. Preston. If there are no further questions this concludes the 
hearing on Maritime activities. 

I wish to thank you, Mr. Morse, and all of you gentlemen who are 
here for your presence and information. 

Mr. Morse. Thank you, sir. 
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BUREAU OF FOREIGN COMMERCE 


WITNESSES 


HON. HENRY KEARNS, ASSISTANT SECRETARY FOR INTERNA- 


TIONAL AFFAIRS 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
LORING K. MACY, DIRECTOR, BUREAU OF FOREIGN COMMERCE 

REX A. ANDERSON, ASSISTANT DIRECTOR FOR ADMINISTRATION 
E. E. SCHNELLBACHER, DIRECTOR, OFFICE OF TRADE PROMOTION 


JOHN C. BORTON, DIRECTOR, OFFICE OF EXPORT SUPPLY 


RENE LUTZ, DEPUTY DIRECTOR, OFFICE OF ECONOMIC AFFAIRS 
MRS. JULIANA CHAMBERS, DIRECTOR, BUDGET DIVISION 


Program and financing 


Program Dy activities 

Promotion of U.S. foreign trade, travel, and investment 
total program costs) 

Relation of costs to obligations 

Costs financed from obligations of other years, net 

Obligations incurred for costs of other years, net 


lotal program (obligations 
Financing 
Comparative transfers to other accounts 
Unobligated balance transferred from ‘‘Ship construction 
liquidation of contract authorization) ,’’ maritime activ- 
ties (73 Stat. 52 


igated balance no longer availabk 
New obligational authority 


New obligational authority 
Appropriation 
rransferred from *‘ 

stration (64 Stat 


Salaries and expenses,” 
1263 


Appropriation (adjusted 


general admin- 


1959 actual 


$2, 601, 363 


— 34, 903 


2. 566, 460 


29, 805 


Object classification 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


Average GS grade and salary 


01 Personal services 
Permanent positions 
Other personal services 


Iota] personal services 
02 Travel 
03 Transportation of things 
(4 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other 
0S Supplies and materials 
09 Equipment 
ll Grants, subsidies, and contributions 
13 Ref . awards, and indemnities 


15 ‘Taxes and assessments 


iwencies 





Total obligations 


50435—_60——_-25 


1959 actual 


301 
281 


278 


) $7, 640 


"163 


) 566, 460 


1960 estimate 


$2, 381, 388 


—4, 388 


2, 377, 000 


23, OOO 


2, 400, 000 


. 400, 000 


2, 400, 000 


1960 estimate 


283 


$1, 987, 452 
15, 428 


. 002, 880 
14, 200 
1, 000 
32, 800 


156, 500 
15, 940 

4, 000 
15, 900 


133, 690 


2, 377, 000 


1961 estimate 


$3, 238, 495 


31, 505 


3, 270, 000 


3, 270, 000 


3, 270, 000 


3, 270, 000 


1961 estimate 


377 
347 


377 


$2, 566, 150 
10, 500 


2. 576, 605 
5, 000 
500 
45. 000 


235, 000 
60, 000 
30, 000 
20, 600 
55, 000 
, 500 


750 


3, 270, 000 
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Mr. Preston. The committee will come to order. 
The next item we will consider is Foreign Commerce, found on 
page 47 of the committee print and page 400 of the justifications. 


JUSTIFICATION OF THE ESTIMATES 
We shall insert in the record at this point pages 402 through 405 


of the justifications. 
(The pages referred to follow :) 
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SALARY AND EXPENSES 





Summary of requirements 


Appropriation, 1960 (regular bill 


$2, 400, 000 
Add cost of health benefit program-._. . a 14, 810 
Deduct 
Comparative transfer to ‘‘Salaries and expenses, general administration’’ $23, 000 
Nonrecurring, extra compensable day - 7, 710 
Total : 30, 710 
Base for 1961_. 2, 384, 100 
Net difference—1961 over 1960 
Requirements Difference, 
increase (+-) 
or de- 
1960 1961 crease (— 
adjusted estimate 
Promotion of U.S. foreign trade, travel, and invest- 
ment $2, 384, 100 | $3, 270, 000 +-$885, GOO 885, 900 


Total estimate of appropriation, 1961] 


3, 270, 000 
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Mr. Preston. We have with us this morning the Assistant Secretary 
of Commerce for International Affairs, Mr. Henry Kearns, who usu- 
ally gives us a statement in advance of hearing the det ails of the 
b udge i 

Mr. Secretary, do you have such a statement this morning? 

Mr. Kearns. Yes, Mr. Chairman. We have made such a “statement 
available to the committee. 

Mr. Preston. Do you wish to read the statement this morning? 

Mr. Kearns. Mr. Chairman, in the interest of conserving your time, 
1 would appreciate it if we could file this for the recor d, and then I 
would like to make a few remarks and then be prepared to answer 
your questions, if that is agreeable with the chairman, or I will read 
it, whichever you prefer. 

Mr. Preston. I think to give you an opportunity to present your 
ease fairly, we will let you present your statement. We want this to 
be a fair hearing. Suppose } you read it, Mr. Secretary. 

Mr. Krarns. Mr. Chairman, I shall be very happy to do that. 

I should like to say first, before I start reading my statement, that 
today is the conclusion of 30 months that I have been in this assign- 
ment. As you well realize, it is a temporary assignment and there is 
no real future in Government service for me. So what we talk about 
isthe operation of the Department, without any bearing on individual 
interests as it applies to any of us who are presenting the material we 
have here. 

Mr. Preston. I would certainly assume that that would be the ob- 
jective of everybody here from the Department of Commerce. This 
is not the place to promote oneself, but rather, to promote the best 
interests of the Government. 

Very well, Mr. Secretary. 


GENERAL STATEMENT 


Mr. Kearns. Mr. Chairman, it is a pleasure to present to the com- 
mittee our Bureau of Foreign Commerce budget request for fiscal 
year 1961, and to explain why we believe the ‘proposed increase of 
8870,000 in the BFC budget is urgently required in the national 
interest. 

BALANCE OF PAYMENTS 


Secretary Mueller has referred to the balance-of-payments problem 
which faces our country. The deficit in our balance of payments, 
which for calendar year 1959 is estimated to be $4 billion, means that 
asa nation we are not currently earning enough in our foreign trans- 
actions. Our receipts from foreign individuals, companies and gov- 
ernments were not sufficient to offset the increase in our sare pay- 
ments by this amount. In 1958 the deficit was about $314 billion. 
These figures contrast with the exceptional year of 1957, when the 
Suez crisis and other special factors produced a surplus of approxi- 
mately one-half billion dollars. 

Although there have been a number of changes in our balance-of- 
payments situation, the major factor causing concern is the falloff in 
U.S. exports. The peak in commercial exports was recorded at $19.5 
billion under the abnormal conditions prevailing in 1957. In 1958, 
the export figure was $16.3 billion, and the corresponding figure for 
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1959 is estimated at $16.2 billion. These figures are to be contrasted 
with the best “normal” year of $17.3 billion in 1956. 

What has brought this situation about? I doubt if I can fully 
describe all of the facets of the problem, but I am confident in saying 
that the major cause is the changed competitive condition of Europe 
and Japan vis-a-vis the United States. The extraordinarily favorable 
postwar trading conditions, from the U.S. point of view—the so-called 
seller’s market for U.S. goods—is no longer with us. A condition 
of high overseas dem: and coupled with weak competition from foreign 
producers has been replaced by a general condition of normally se- 
lective foreign demand cap: able of being satisfied by competing prod- 
ucts from several industrially advance ed countries. 

Informed opinion, generally, believes that the changed conditions 
in international trade signal the conclusion of the per iod of postwar 
adjustment. The war-torn economies of Europe and the Far East 
have been refurbished, in many instances with truly remarkable in- 
creases in productivity resulting from the application of advanced 
technology fully as good as our own. Expansion of the pace of eco- 
nomic activity abroad has resulted in new and bigger markets. The 
elimination of the dollar-gap in many countries is bringing to an 
end currency and other special foreign restrictions on imports from 
the United St: ites, and the Department of Commerce. is playing an 
important role in bringing about the elimination of any remaining 

restrictions. 

All of this means a return to honest-to-goodness competition for 
world markets. These markets are expanding. U.S. industry—com- 
panies of all sizes, large, medium, and small—should share to an in- 
creasing degree in these new markets. To do this, U.S. business must 
cultivate old markets, enter vigorously into new m: ane and every- 
where make known the traditional high quality and competitive na- 
ture of U.S. goods. 

There is evidence that U.S. industry is beginning to see substantial 
opportunity for increased sales and sts ability through exports. But 
the surface has just been scratched. What U.S. business needs most 
of all at the present time is reliable information on changing foreign 
markets and ready access to the facts respecting specific tr: ade oppor- 
tunity situations. The form in which this information is made avail- 
able to U.S. business, the speed with which this information 1s 
circulated, the completeness and accuracy of the information are the 
factors which determine the quality and, therefore, the usefulness of 
the information to U.S. business, regardless of the size of the business 
establishment. 

These relevant factors alone, however, do not under present cireun- 
stances determine BFC’s direct services to business in promoting 
exports. Budget limitations have imposed on BFC the necessity of 
using the criterion of inexpensiveness rather than form, speed, com- 
pleteness, and accuracy, as an overriding factor in determining what 
services could be performed or emphasized. 

The proposed budget, although very clearly mindful of the costs 
involved, places the first emphasis on what must be done as an absolute 
minimum by BFC if U.S. business and particularly the small business 
community, is to be given a more reasonable basis for competing for 
world markets. This is the Government’s responsibility to American 
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free enterprise, inasmuch as much of the pertinent information is 
obtainable only through Government channels. 

With our strong belief that foreign commerce essentially is the 
responsibility of private business operating within our cherished 
framework of free and competitive enterprise, it may seem something 
of a paradox that we should be presenting here a case for Government 
leadership and guidance. Our concept is unchanged, however, and 
the Government’s responsibility is clear. 


ACT ESTABLISHING BUREAU 


The Government’s responsibility was apparent to the Congress in 
1912 when the Organic Act establishing the Bureau of Foreign and 
Domestic Commerce was passed. It was then that American exporters 
appeared before the Congress and set forth their needs for special 
help and assistance in order to meet the competition of other countries 
whose Governments provided such types of leadership. 

Even in the days before World War I this Government recognized 
that export trade was an important component in our national econ- 
omy and provided the Department of Commerce with funds to send 
out special agents, later called trade commissioners, to canvass various 
foreign countries as markets for shoes, hardware, machinery, and the 
like. 

Thus it is that section 596, title 5 of the United States Code reads, 
in part: 

It shall be the province and duty of said Department (the Department of 


Commerce) to foster, promote, and develop the foreign and domestic commerce 
* * * of the United States * * * 
and that section 175, title 15 of the United States Code reads: 

It shall be the province and duty of the Bureau of Foreign and Domestic 
Commerce, under the direction of the Secretary of Commerce, to foster, promote, 
and develop the various manufacturing industries of the United States, and 
markets for the same at home and abroad, domestic and foreign, by gathering, 
compiling, publishing, and supplying all available and useful information con- 
cerning such industries and such markets, and by such other methods and 
means as may be prescribed by the Secretary of Commerce or provided by law. 

[It is not necessary, however, to delve back into the annals of Con 
gress to justify Government and Department of Commerce leadership 
in foreign commerce. Today, because of the exigencies of our na- 
tional position in the world economy which become apparent in the 
balance sheet of our international transactions to which Secretary 
Mueller referred—our need to sell goods abroad in order to pay for 
necessary foreign goods, for example—it is greatly to our national 
interest that we have a substantially expanded level of exports, and I 
believe that since it is in our national interest, the Government must 
provide whatever leadership is necessary to accomplish the substan 
tially expanded level of which I speak. 

Now, how can we expand our exports? Ninety of the hundred larg- 
est companies in the United States already are engaged in foreign 
trade, and it is doubtful that we can look to them for the large in 
crease we must have. It then behooves us to look toward the literally 
thousands of small firms in the United States who could enter the ex- 
port business if given a little encouragement, a little guidance, and 
some of the specialized services which Congress has long authorized 
and directed us to perform. 





~ =. — + 





392 
SERVICES OF BUREAU 


Our services are based on the knowledge and competency of for- 
eign trade experts whose services are available to the U.S. business- 
man by letter, cable, telephone call, personal consultation, and by 
publications. 

For example, if the budget requests made here are granted, we can 
provide the names of foreign firms in selective foreign countries 
known to be existing or potential markets for specific items. We can 
supply ratings on individual] firms in almost every foreign country of 
the world, whereby the smallest businessman ean determine a credit 
rating and enter into negotiations. We can obtain quickly brief com- 
modity surveys adequate to tell the smal] businessman what steps to 
take to enter into the proper channels of distribution and Start solicit- 
ing business in a particular foreign country. 

The committee is familiar with the types of publications which we 
issue, These publications are predicated on the recognition that very 
few small businessmen have the time or the inclination to undertake 
the marketing research necessary to master the techniques of foreign 
trade. That is why the Bureau was founded on the principle that it 
must help the small businessman use these tools, and actually help him 
apply them in specific transactions until he has established himself 
adequately to need only intermittent assistance, 

If a businessman gets into trouble in questions arising as to samples 
or conformity to quotations, et cetera, we provide a trade complaint 
service which is almost entirely utilized by small traders, 

Our special trade contact surveys are designed almost entirely for 
the use of small manufacturers seeking foreign outlets, manufacturers 
who cannot. afford to travel extensively or to undertake exhaustive 
services to determine the scope of foreign markets for their products, 

Of course, we encourage businessmen to travel abroad as soon as 
they can, to work with their new agents and outlets, but we also 
recognize the need for our specific services toe help them get started. 


EXAMPLES OF SERVICES 


A few actual cases taken from our files will illustrate the practical 
application of these services to specific business transactions. Of 
course, our objective is to expand these services beyond the present 
limitations. 

Mr. Chairman, I have a whole list of specific examples. It is not 
necessary that I read them all if you fee]—— 

Mr. Preston. Read a few of them. 

Mr. Kearns, Any time you feel you have enough to illustrate the 
case, We can suspend. 

A manufacturer in South Carolina of quality safety equipment 
requested information pertaining to the protection received on 
American patents in foreign countries. His js a patented item. 
Fortunately, we have a special folder on licensing abroad which we 
make available and we were able to assist him. 

A firm in Ohio which manufactures electrical] appliances asked us 
for a list of manufacturers of smal] electrical appliances to whom they 
could sell some of their know-how and products in South America. 
Our regular trade lists Were not sufficiently selective, so the Com- 
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mercial Intelligence Division compiled special lists for the use of this 
inquirer. 

Another firm in Cleveland has been selling to the Canadian market 
and told us that his west coast distributor was paying a higher rate 
of duty than his east coast distributor. Our specialists checked the 
Canadian rates and pointed out that the east coast distributor was 
taking advantage of the special end-use clause waiving duty under 

certain conditions which the west coast distributor was overlooking. 
No small firm has facilities for doing this kind of research, which 1s 
fingertip advice from Department of Commerce specialists. 

A manufacturer of truck bodies in Texas decided to investigate 
possibilities of sales abroad. He was furnished statistical informa- 
tion, some of the special country reports which you have seen and 
then regularly called on our field office for various types of assistance 
such as trade lists, and so forth. This firm has reported that it is 
already doing a nice export business, although its beginning in exports 
only began in 1 M: vy 1959. 

A Michigan firm which manufactures auto parts and gears spent 
some time in our New York office determining how to set up direct 
sales connections abroad and the Department of Commerce specialists 
went into every detail as to how this firm could conduct its own export 
business and provided names of foreign representatives, world trade 
directory reports and specific help on understanding documentation 
procedures. 

A firm in southern California providing engineering services, de- 
signs firetrucks, computers, microwave antennas, valves, and a whole 
host of designs for specialized equipment. It has been in existence 
for 18 years, but it has had no foreign experience. Recently, it wa 
contacted through our field office and has been seeking and given 
step-by-step developmental information. It is now prepared to 
energetics ally develop oversea activities. 

A company in Tennessee received a sizable order from a Caribbean 
country and frankly was reluctant to take care of the order because 
of its lack of knowledge of how to do business abroad. It asked us 
to determine whether the order was from a reliable source. We de- 
termined that the order was bona fide and the firm consummated a 
sale, 

A Pennsylvania company learned that a foreign government had 
sent out bids for the conversion of trawlers. It seems that the first 
of these trawlers to be converted will come direct from the fishing 
grounds with a full cargo of fish. This would be difficult for a small 
businessman to handle because he would not know all the regulations 
concerning such a transaction—particularly import restrictions, food 
laws, the local market for fish, and whatever prohibitions exist in 
the United States. We were able to supply the necessary information 
quickly, identify the other governmental agencies for authentic sup- 
plementary information, and, in short, provide exactly what this 
company needed. 

Two businessmen from Havana visited Oregon and requested our 
assistance in visiting door-manufacturing pl: nts. They were inter- 
ested not only in plant arrangement but in learning of the types of 
machinery and equipment to “purchase in order to establish a plant 
of their own. Our service was probably of utmost value because of 
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their limited knowledge of English. They were interviewed entirely 
in Spanish. 

A firm in Richmond was appointed agent by a metals company to 
distribute a product throughout the world. Apparently some foreign 
people had seen advertisements of this product and were sending in 
orders which the manufacturer was not competent to handle. In this 
case we spent considerable effort in explaining foreign trade defini- 
tions, the preparation of shipping documents, methods of payment, 
and how to make parcel post shipments. This company will be on 
a day-to-day status with our field office for assistance on a country- 
by-country basis. 

In the State of Washington a seed company has an Italian customer 
who was interested in obtaining soybean meal. They turned the re- 
quest over to us and a special list of sources was prep: ared for the seed 
company to send to its Italian customer. This service helped to sell 
the American product abroad and helped the local company maintain 
friendly relations with its Italian customer. 

A firm in Missouri wanted to know whether there would be any 
advantage to shipping its sporting goods from Puerto Rico rather 
than continental United States. Memorandums for eight Latin Amer- 
ican countries were compiled which showed the rate of duty would be 
the same with the possible exception of Brazil and Argentina where 
the invoice value, if lower in Puerto Rico, would make a difference. 
Incidentally, we could advise that the same condition held for certain 
Central American countries, Chile and Peru. 

Our orientation programs for businessmen going abroad are becom- 
ing so popular that we don’t have adequate staff in Washington or in 
the field to properly take care of the individuals who could so easily 
be supplied with trading conditions in the foreign countries to be 
visited, names of contacts to consult, and become better acquainted 
with the Foreign Service facilities which he could use while abroad. 
(Incidentally, the Bureau received considerable praise for the han- 
dling given the itinerary of a delegation of Georgia businessmen on 
their recent trade promotion trip to several South American 
countries. ) 

Likewise, the director of the Georgia Port of Authority reported 
most complimentarily on his recent return from a South American 
trip of the assistance provided by this service. 

We called to the attention of a tobacco company in Virginia copies 
of the August issue of Foreign Commerce Weekly containing Aus- 
tralia’s announcement of dollar import liberalization. This company 
once did considerable business in Australia and now in view of dollar 
liberalization is again endeavoring to recapture some former business. 

A manufacturer of a fence stay in Florida placed an ad in a trade 
newspaper with Latin American circulation and received inquiries on 
his product. Since he had never engaged in foreign trade, he called 
on us for advice and assistance. We compiled the names of outlets 
and he has informed us that he has now made satisfactory arrange- 
ments. 

The representative of a Missouri company spent 6 weeks in Switzer- 
land and Germany after reviewing our trade lists and directories to 
find additional outlets. He was given other basic marketing data 
and arrangements for on-the-ground help by Foreign Service officers. 
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He has reported most enthusiastically about the results of his trip 
and the services he received. ; 

A company in southern Ohio was undertaking some marketing re- 
search in respect to chemical industries in Europe preparatory to 
deciding how to enter that market, if at all. He was provided with a 
large number of Foreign Service reports on chemicals; these dis- 
patches are indexed and easily made available to business people, 
particularly those not able to have marketing research organizations. 
We have arranged to keep this company regularly informed of new 
incoming material until its needs are satisfied. 

A firm in Utah has been furnished with information on available 
markets for paint and has been provided 20 trade lists covering a 
number of foreign countries on which are the names of firms now being 
solicited, 

A firm in southern California, employing some 50 persons, manu- 
factures agricultural tools. With our close cooperation it has de- 
veloped export sales to the United Kingdom, Germany, and the Scan- 
dinavian countries. Its foreign sales are now well above 5 percent 
of total sales volume. 

Export sales naturally are the responsibility of private business. 
Traditionally, the role of BFC in fostering and promoting exports 
has been of a dual character: First, to assist and facilitate the ettorts 
of American firms by providing them with the pertinent and timely 
information respecting foreign marketing conditions they desire and 
require; and second, to help through governmental action to improve 
the climate and institutional arrangements for the conduct of Ameri- 
an foreign trade. 

1961 BUDGET 


The proposed BFC budget for fiscal 1961 is in accord with this 
traditional approach and contains no startling innovations. 

Essentially, this budget is designed to add strength and flexibility 
to the existing BFC organization, and thereby to permit a maximum 
output of those services which directly and indirectly serve American 
free enterprise engaged in foreign trade. In the promotion of ex- 
ports, the most important BFC products of immediate value to busi- 
hess are the facts and figures on foreign markets, and information 
relating to specific trade and investment opportunities. Thus, 89 of 
the 94 proposed new positions would be in the fact-gathering, analyti- 
cal, and information-disseminating divisions of the Bureau. 

The additional staff devoting full time or predominant effort to 
trade promotion work would be concerned mainly with the follow- 
ing activities: Increased specialization in the country desk work so 
that greater depth of knowledge, speed, and completeness of analyti- 
cal reporting of changing foreign markets and frading conditions 
can be achieved; improved quality and promptness in attention to in- 
dividual U.S. company requests for consultation in trade problems 
and trade disputes; and updating and more speedy dissemination 
of factual reports by the World Trade Directory and Trade List Serv- 
ice, the Trade Opportunity Service, and the Investment Opportunity 
Service. 

In addition to these programs having an immediate and direct 
service-to-business content, other aspects of the Bureau’s work of a 
more general character require strengthening. These activities relate 
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mainly to governmental action to improve the general climate and 


arrangements for the conduct of U.S. foreign trade. Notable in this I 
connection are the following: Preparation for and participation in I 
the major tariff negotiations to take place with 25 countries during ” 
fiscal year 1961 1 and continuing into 1962; development of proposals ° 
for elimination of any remaining unwarranted foreign government . 
discriminatory legislation or practices restricting dollar imports; 
studies and policy problems in connection with U.S. industries seri- - 
ously affected by severe import competition; programs to counter * 
the Soviet bloc trade and economic offensive ; and fundamental studies ‘ 


designed to illuminate basic changes in United States and world trade 
patterns, including the European Common Market and other regional | P 


economic groupings, particularly as they relate to the long-term out: . 
look for U.S. trade and the U.S. balance of payments. P 
' In addition, we propose to reestablish the Investment. Development 
i Division. Evidence abounds to demonstrate that trade follows in- 
¢ vestment. Our major trading partners are those industrially ad- fi 
. vanced countries in which U.S. firms have tradition: md been free to 7 
f invest if they wished to do so. The expansion of U.S. tr ading rela- ” 
tions with the economically less developed countries of Asia and 7 
Africa is very much dependent on the success of the economic devel- 
opment. programs now underway in these countries. Private invest- 
ment in these countries on the part of U.S, firms will assist in " 
strengthening their economies, will give greater weight to free enter- . 
prise in contrast with Government- owned entet rprises, and will assist yt 
in creating local demand for products of U.S. origin. Our exper'- ; 
ence in Latin America bears out the fruitfulness of this approach. * 
And, of course, we propose through this Division to greatly increase { |. 
the support for continued expansion of U.S, investment in Latin - 
America. 
EXPORT CONTROL i 
e 
The Export Control Act expires on June 30, 1960, and a proposal th 
for extension for an additional period of time will be submitted to pr 
the Congress shortly. We have proposed a budget for this very im- } W 
portant program for fiscal year 1961, and are requesting the same 
level of appropriations as in the current year. Increased costs of | bu 


operations will actually require the elimination of a few positions, 
however. 

We anticipate no major changes in the export control program in 
the coming year, and, therefore, virtually the entire staff effort will 
continue to be devoted to protecting the national security by making 1 cre 
certain that strategically important U.S. goods and technical data do It 

i 


not. get. into the hands of the Soviet bloc countries. be 
i¢ 
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CONCLUSION 


[ should like to conclude my comments with a statement that we all 
know to be obvious but which bears repetition: our main concern 
in the Department of Commerce is to help maintain a strong and 
growing U.S. economy. In the last year or so our economy has 
shown oreat strength in recovering from a recession. However, that 
segment of the economy concerned with U.S. exports has not fared 
as well as the economy generally. 
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American industry is facing a challenge for markets. That. chal- 
lenge must be met in foreign markets all over the world. The chal- 
lenge is not just to hold our traditional export role. The challenge 
requires that we recover ground where we have lost it and that we 
compete effectively for a larger share of new world markets that are 
opening up. As Secretary Mueller has said, a significant and sus- 
tained increase in U.S. commercial exports is essential if our interna- 
tional economic position is to be made strong enough to meet our 
world responsibilities. 

Secretary Mueller has alluded to the current review of the world 
trade situation now underway in the executive branch. There is a 
possibility that this review may result in conclusions which would 
necessitate a new look by the Congress into the adequacy of existing 
programs to promote exports. In the meantime, however, regardless 
of the outcome of this study, we are confident that the increase in the 
BFC budget here proposed is urgently needed and will produce 
favorable results by way of increased U.S. exports. Naturally, this 
committee will be apprised immediately if the executive branch deter- 
mines that a more extensive export promotion effort appears to be 
required. 

We are certain that the decade of the 1960's will bring tremendous 
changes in world trade. The opportunities for U.S. business will be 
equal to if not greater than the challenge. Timely action now to 
strengthen the Bureau of Foreign Commerce will pay dividends to 
the entire U.S. economy for the decade ahead. 

Thank you, Mr. Chairman, for giving me the opportunity to pre- 
sent this review. 

We have here what I consider to be a most capable staff who will 
try to answer any questions you might have. 

As I mentioned in the beginning, I have been in this job for 30 
months, and I have never had the pleasure of associating with a more 
dedicated, more industrious, and more capable group of people than 
those who comprise the Bureau of Foreign Commerce. I have been 
proud to work with them during this time, and I feel confident that 
we can satisfy your questions. 

Mr. Preston. Before we deal with the staff and the details of the 
budget, we will have some general questions for you, Mr. Secretary. 


PERSONNEL INCREASES 


First of all, I should like to ask you a question or two about the in- 
creased number of new positions. You are asking for a total of 94. 
It is noted on page 405 of the justifications that you seek 60 in the 
area of the Office of Economic Affairs. Yet you say on page 401 of 
the justifications: 

Under the circumstances the principal mission of the BFC during fiscal year 

1961 and for some time to come will be to promote U.S. exports. 
_ You are asking for only 23 positions in the Office of Trade Promo- 
tion, Yet you seek 60 positions in the Office of Economic Affairs. 
On the one hand, you say the principal effort will be trade promotion 
to increase U.S. exports. Yet you are not asking for people in that 
area to the extent you are in other areas. 
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Mr. Kearns. Mr. Chairman, I think this is entirely consistent, 
If you recall, in my prepared statement we indicated one of the real 
needs for promoting exports is to have analytical and statistical capa- 
bilities that are greater than we have now. These 60 people who are 
in the Office of Economic Affairs would be prepared to provide that 
kind of information for the promotion. I would like to ask Mr. 
Macy, if I may, to give you his picture of this because he works with 
it in detail. 

Mr. Preston. Mr. Macy will be heard from at a later time during 
the hearings. You are the Assistant Secretary, and you are respon- 
sible for these justifications just the same as Mr. Macy. It is a De- 
partment document. I think you should carry the ball in this respect, 
Mr. Secretary. 

Yo ou further state that 
These programs require increased appropriations for the next and for several 
succeeding fiscal years. 

So I take it that we are being put on notice that this is just the 
beginning of a continuing request for increases in appropriations and 
positions. Is that true? 

Mr. Kearns. That is true. If we intend to increase our exports 
and to be a major factor in world trade, machinery comparable to that 
of other trading countries is not adequate to do the total job which 
needs to be done. 


NUMBER OF POSITIONS REQUESTED OF BUREAU OF THE BUDGET 


Mr. Preston. How many positions did you ask the Bureau of the 
Budget for? 

Mr. Krarns. That I do not recall, Mr. Chairman. 

Mr. Preston. You do not know how many positions. Just a min- 
ute, Mr. Nielson. I want to find out from the Secretary. You do 
not know how many new positions you asked the Bureau of the 
Budget for in this area of foreign commerce ? 

Mr. Kearns. No, sir. 

Mr. Preston. Why would you not know that? That is your imme- 
diate area of jurisdiction, is it not? 

Mr. Krarns. I have addressed myself to the proposals which have 
been submitted to the committee, and T do not recall. 

Mr. Preston. How many positions did Mr. Macy ask vou for, for 
the Bureau of Foreign Commerce ? 

Mr. Krarns. The same amount we asked the Bureau of the Budget. 
I imaeine. 

Mr. Presron. Are you sure, Mr. Secretary ? 

Mr. Kearns. I think so, ves. 

Mr. Presron. You think se. Are you sure / 

Mr. Kearns. I do not recall the exact figures. 

Mr. Preston. You do not recall the exact figure that Mr. Maev 
requested for the Bureau of Foreign Commerce, and you do not rec val 
the fizure that you asked the Bureau of the Budget for. 

Mr. Kearns. No, sir. 

Mr. Preston. Yet you bring in to us this stirring speech this morn 
ing, to quote you, on page 401, “correcting this intolerable situation 
in the Bureau of Foreign Commerce.” Intolerable condition. You 
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cannot tell us how many positions Mr. Macy requested of the Depart- 

ment or how many the Department. asked of the Bureau of the Budget. 
Are you as concerned about this as your statement would indicate, 
Mr. Secretary ? 

Mr. Kearns. I certainly am. 

Mr. Tuomas. Mr. Chairman, he has good speechwriters. 

Mr. Presron. Mr. Kearns sat down with pencil and paper and 
wrote this speech himself. I have every reason to believe you wrote 
it, Mr. Kearns. Did you? 

Mr. Kearns. I will take the credit for it, yes, sir, or the blame, either 
one. Yes, sir. 

Mr. Tuomas. He is talking about who wrote it, though. 

Mr. Kearns. I did not type it. 

Mr. Presron. Is it your language? 

Mr. Kearns. Yes, largely. It is certainly my thought and my con- 
victions. 

Mr. Preston. The situation is intolerable, is it? 

Mr. Krarns. Yes, sir; to do the assignment that Congress has given 
us in our statutory responsibility. We are unable to do it adequa ately 
today. 

OTHER FOREIGN COMMERCE ORGANIZATIONS 


Mr. Presron. You give us the impression that the Bureau of For- 
eign Commerce is the major agency in the United States which is 
promoting foreign trade and giving information to small business 
about how to conduct foreign trade. Is that your impression ? 

Mr. Kearns. I think that is a correct statement; yes, sir. 

Mr. Preston. What about all the foreign commerce departments of 
the great banks of thiscountry? They do the same thing, do they not? 

Mr. Kearns. Yes, sir. 

Mr. Preston. The foreign departments of chambers of commerce 
do the same thing, do they not? 

Mr. Kearns. To the extent they can, although they are one of the 
principal recipients of the information that we develop. 

Mr. Preston. The Small Business Administration does the same 
thing, does it not? 

Mr. Kearns. To a degree, yes, sir; but they also call upon us for 
the information that they disseminate. 

Mr. Presron. The International Cooperation Administration does 
the same thing, does it not? 

Mr. Krarns. There again, they also call upon us for the basie in- 
formation. We are looked upon as the source of basic trade informa- 
tion to be used in the conduct of foreign trade by nearly every ele- 
ment. I do not want to imply that we have a monopoly on it, but 
we are the basic and principal source of such information. 


CRITERION OF INEXPENSIVENESS 


Mr. Preston. So you say that in the past fiscal year the Bureau 
of Foreign Commerce has had imposed upon it the necessity of 
usIng 
the criterion of inexpensiveness rather than form, speed, completeness, and 
accuracy, as an overriding factor in determining what services could be per- 
formed or emphasized. 
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Mr. Kearns. Yes, sir. 

Mr. Preston. Have you issued any directive to the Bureau of For- 
eign Commerce that they must put emphasis on inexpensiveness 

rather than accuracy and efficienc y? 

Mr. Kearns. I have had to work wth the Bureau of Foreign Com- 
merce to reduce and retrench on the services that we are render’ ing, 
which emphasized the budgetary limitations within which we had 
to operate, and this had that effect. 

Mr. Preston. Where have you tried to save money? You say in- 
expensiveness has been the watchword in the Bureau of Foreign Com- 
merce, so to speak. Where have you tried to save money to imple- 
ment this policy of inexpensiveness ¢ 

Mr. Kearns. In the first place, we do not have enough people in 
the analytical and statistical area to thoroughly analyze ¢ ‘and prepare 
for dissemination of the information. 

Mr. Preston. Where are you trying to save money, Mr. Secretary / 

Mr. Kearns. We have to save money because we ‘did not have the 
people to do this job adequately and in a timely manner. The second 
thing, we have had to reduce the staffs of some of our service agencies, 
For example, in the field of foreign travel, at a time when foreign 
travel is expanding and at a time when it is certainly within the in- 
terests of this country to encourage travel to the U nited States as a 
balance-of-payments measure, we have had to reduce our facilities 
and our service to this industry. 

In the field of private investments which, whether we like it or 
not, is responsible to a degree for many billions of dollars worth of 
American investment abroad, we have had to reduce our services and 
our capability of serving those people who have investments abroad, 
lant and small. 

This has in effect placed the criteria of budgetary limitations rather 
than the criteria of need. So I think the statement is entirely con- 
sistent. 

PUBLICATIONS 


Mr. Preston. Do you have with you today some samples of the 
types of publications which you issue ? 

Mr. Kearns. Yes. Mr. Lutz, here, who is Deputy Director of our 
Economic Research Department, has some. 

Mr. Preston. Just submit them. 

Mr. Luvrz. If it is agreeable, I might also submit the checklist of 
publications. 

Mr. Kearns. We have that, and also some samples of what is meant 
by them. We submit that for your consideration, Mr. Chairman. 


INVESTMENT DEVELOPMENT DIVISION 


Mr. Preston. How many positions have you assigned to the re- 
establishment of the Investment Development Division ? 

Mr. Kearns. Twelve positions, Mr. Chairman. Some of the eco- 
nomic affairs would be devoted to this, and also to the Office of Trade 
Promotion. 

Mr. Preston. Are there any general questions of the Secretary? 


Mr. Thomas. 


| 


SO 





or- 
ess 


m- 
ng, 
ad 


in- 
m- 


le- 


in 
re 
vy 
he 


id 


1S 





401 


Mr. Tuomas. Mr. Chairman, it is always nice to see my distin- 


cuished friend. 


(Ott the record.) 
DATE OF PRESENTATION TO BUREAU OF THE BUDGET 


Mr. Rooney. Mr. Secretary, do you happen to know when it was 
that the presentation was made by your agency to the Bureau of the 
Budget ¢ 

Mr. Kearns. The exact date/ 

Mr. Rooney. Yes. 

Mr. Kearns. I do not. 

Mr. Rooney. When was it, Mr. Macy? 

Mr. Macy. September 30. I would like to recheck that, but I think 
that is the date. 

Mr. Tuomas. Sometime in September. 

Mr. Roonry. That was the day Mr. Kearns was taking off on one of 
his couple of around-the-world tours last year, was it ‘not? Is that 
right, Mr. Kearns? 

Mr. Kearns. September 30, I think I was just returning from one. 

Mr. Roonry. No, I think you were just leaving on one. 

Mr. Macy. Mr. Congressman, Mr. Kearns was at the hearing. 

Mr. Roonry. He was at the hearing? 

Mr. Macy. Yes. So I may be off on this date. He was at the 
hearing. 

Mr. Kearns. I can tell you when I was away, but I do not recall 
when the hearing was. 


TRAVEL BY ASSISTANT SECRETARY 


Mr. Rooney. I can tell you when you were away, too. You were 
away a great part of the last calendar year, were you not ? 

Mr. Kearns. Y es, sir, 136 days. 

Mr. Tuomas. You mean the Secretary was sick 136 days? 

Mr. Roonry. No, he was traveling 136 days. 

Mr. Tuomas. I want to speak with you later, Mr. Secretary. 

Mr. Macy. Mr. Congressman, could I correct the date? I gave you 
the wrong date. September 30 was the date that we submitted our 
documents to the Bureau of the Budget. It was toward the end of 
October when we appeared officially for the hearing, as I recall. 

Mr. Kearns. It must have been the first of October. I was gone 
the last of October. 

Mr. Macy. I do not know. 

Mr. Roonry. You were away January 5 and 6, 1959, were you not? 

Mr. Krarns. Yes. I was in Ottawa; yes, sir. 

Mr. Roonry. I will give you a copy of this. 

Mr. Krarns. I have: a copy here, thank you. 

Mr. Roonry. You were away from January 15 to February 22? 

Mr. Kearns. Yes, sir. 

Mr. Roonry. June 13 to 16, August 25 to 26. Right? 

Mr. Kearns. Right. 

Mr. Roonry. September 1 to 16? 

Mr. Krarns. Yes, sir. 

Mr. Roonry. From September 30 to October 8 ? 

Mr. Kearns. Yes. 
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Mr. Rooney. October 20 to December 19? 

Mr. Kearns. Yes, sir. 

Mr. Roonry. Is that about right ? 

Mr. Kearns. Yes, sir. 

Mr. Roonry. Who runs the shop down there when you are away! 
Who minds the store / 

Mr. Kearns. Fortunately, the operation does not depend upon my 
personal direction on a day-to-day basis. 

Mr. RooNneEY. I see. 

January 17 and 18 you were in Brussels on what is called a weekend 
stopover. What do you mean by that? 

Mr. Kearns. The schedules were just such th: at I left here on a Fri- 
day evening, arrived in Brussels about 9 or 10 o’clock on a Saturday, 
and left Brussels on Sunday in the afternoon for Athens. 

Mr. Roonry. You did not discuss your problems with anyone, or 
did you, while you were in Brussels? 

Mr. Kearns. No, in this particular case I did not conduct ay ae 

Mr. Roonry. Then you went to Athens on the 18th; right? 

Mr. Kearns. Yes, sir. 

Mr. Roonry. Did you discuss any problems with Greek officials 
when you were in Athens? 

Mr. Kearns. Yes, sir. 

Mr. Rooney. With whom? 

Mr. Kearns. I discussed problems with Mr. Dertilis, the Minister 
of Commerce; Mr. Camaras, the director of the Salonika Fair: Mr. 
Martis, Minister of Industry; Mr. Economou-Couras, who is the Di- 
rector General of the Foreign Ministry; Mr. Coustis, special assistant 
to the Minister of Coordination; Mr. Tsatsos, the Minister to the 
Prime Minister, Mr. Pesmazoglou, president of the Greek Tourist 
Association. 

TRIP REPORTS 


Mr. Roonry. These conferences took how long? 

Mr. Kearns. I had a schedule set up. I have here, Mr. Rooney, a 
report of this trip that I would be very happy to submit for your 
examination, in which I have outlined each of the conferences I held, 
the time I held them, and the salient points of discussion. 

Mr. Roonry. Does that cover the period of your travel last year? 
In effect, is this the answer to it ? 

Mr. Kearns. No, this was not prepared in answer to it. I think 
we submitted the information requested. However, it has been my 


practice in each of these official trips to make a complete report. of 


each conference and each discussion that I held for the benefit of the 
various departments of the Government. This goes to the Secretary 
of Commerce, the Secretary of State—— 

Mr. Rooney. Does that book contain these ? 

Mr. Kearns. Yes. 

Mr. Roonry. May I see it, please? 

Mr. Kearns. This is a document that is not for general use. 

Mr. Rooney. You know why I am prompted to ask these ques- 
tions, do you not? 


Mr. Kearns. You would like to see if IT was working while I was 


away. 
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Mr. Roonry. Not so much that, as the fact that I had in mind your 
travel all the way to Moscow about—what? The end of the year 
before last ? 

Mr. Krarns. 1957. 

Mr. Rooney. And you never spoke to a Russian while you were 
there. 

Mr. Kearns. That is right. I was there for an entirely different 
purpose. 

Mr. Roonry. Will someone else take up the questioning while I 
look at this. 

Mr. Kearns. I have reports on my other trips, too, if you would 
like to look at those. 

Mr. Rooney. Yes, I would. As a matter of fact, I would like to 
borrow them so that Mr. Bow and I may read them. 

Mr. Kearns. All right. 

Mr. Preston. Yes, we can proceed while you are looking at those, 
Mr. Rooney. 

Have you any general questions of the Secretary at this point! 

Mr. Fioop. Not this minute. I bask in the light of my friend from 
New York who, as usual, seems to be well prepared on this subject. 


NUMBER OF EMPLOYEES 


Mr. Presron. How many employees do you have in the Bureau 
of Foreign Commerce, Mr. Kearns? Do you want somebody to an- 
swer that for you ¢ 

Mr. Kearns. I think I can find it here, Mr. Chairman. It is 258 
as of November 30 in the oo of Foreign Commerce. 

Mr. Tuomas. Break it down between the department and field 
offices. 

Mr. Preston. Let him answer this question first. 

How many do you have in the Bureau of Foreign Commerce? 

Mr. Kearns. Let me ask. 

Mr. Macy. On this particular budget we are discussing at the 
present time, the S. & E. budget, there are 258 people presently in 
the Bureau of Foreign Commerce. In addition to that, you have 
the Export Control budget, of course, and that is at the end of the 
justifications. 

Mr. Preston. 258? 

Mr. Macy. Yes, sir. 


FIELD OFFICE PERSONNEL 


Mr. Preston. How many of these people are located in field offices? 

Mr. Macy. None, sir. 

Mr. Troomas. None? 

Mr. Preston. That is what I told you. I thought I was right. 

Mr. Macy. The work we have done in the field offices is done by 
the international specialists who are included in the field office budget. 

Mr. Preston. I asked the question because Mr. Thomas—— 

Mr. TrHoas. They are not charged to this account ? 

Mr. Macy. That is correct. 

Mr. Tuomas. Where are they charged ? 

Mr. Macy. To the field office budget. 
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Mr. Presron. That is right. We have already discussed that 
budget. 

Mr. Macy. I am talking now about our “Salaries and expenses” 
part of this budget. Some funds are taken from the Export Control 
badeet for the field office people, but that is so designated. 

Mr. Tuomas. How much? 

Mr. Macy. It is about $100,000. 

Mr. Tuomas. How many positions, man-years ? 

Mr. Macy. Twelve positions. 

Mr. Tuomas. The 12 positions cover some 30 or 32 field offices ? 

Mr. Macy. Thirty-three field offices. 

Mr. Tuomas. Where are the people located, in seaport towns, or 
where? 

Mr. Macy. Several of them are in New York City where so much 
of our work is done. I would have to get that information from Mr, 
Nielson. We look to the field office to get the job done. These 12 
eople, we feel, are necessary to carry out the “Export control” 
function. All of the rest of their budget is contained in the separate 
account. They place these where they will get the job done. The exact 
numbers in each of the field offices I am not prepared to say. I would 
be glad to furnish that for the record. 

Mr. Tuomas. Your total employment is really greater, then, than 
reflected in this budget. 

Mr. Macy. This is all work done in the field office. To the extent 
that we call upon the field office and to the extent that we call on the 
Foreign Service, which is budgeted in the State Department budget, 
then you could say that the resources available to get these various 
responsibilities of the Bureau of Foreign Commerce accomplished 
are 

Mr. Preston. Do you have any general questions, Mr. Michel? You 
may proceed. 





HLISTORY OF STAFF AND RESPONSIBILITY 


Mr. Micuet. I notice on page 401 of the general statement that the 
“Salaries and expenses” appropriation supported 488 positions in 
1947. We are talking about 258 or 260 today. Has the obligation or 
responsibility of the Bureau of Foreign Commerce changed any in 
the last 10 years? 

Mr. Krarns. It is increasing, Mr. Michel. It is increasing because 
world trade is increasing and world competition is increasing. The 
velocity of change has increased. 

Mr. Micner. Are the jobs which are being performed essentially 
the same today as they were 10 years ago, or have they changed with 
the times? 

Mr. Kearns. I cannot explain that. Mr. Macy, you could tell 
whether there has been a change. 

Mr. Macy. There has been a change in emphasis and, as a result, 
some change in the type of work we do. Of course. during the period 
from 1949 up until the mid-1950’s, the job of selling abroad was 
primarily one of having the commodity available, because we did have 
shortages here and there in production, and difficulty of finding, in 
a foreign country, the dollars with which to buy. So we were not 
putting great emphasis on export trade promotion. 
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Mr. Micuev. I appreciate that the war years were an exceptional 
period. I am talking about the 438 jobs in 1947. I am sure you were 
not here, Mr. Secretary. Is there anyone in the room who was here 
in those days? If so, what were 438 people doing in the Depart- 
ment / 

Mr. Kearns. Mr. Schnellbacher can answer that. 

Mr. Scone ipacuer. Following the war period quite a few mergers 
in Government occurred—Foreign Economic Administration, the De- 
partment of Commerce, the Office of War Information, and so on. 
By 1947 this number of people had been assigned to the Bureau of 
Foreign Commerce, then known as the Office of International Trade. 
But roughly the same organization and, generally speaking, doing 
the same kind of work. 

Mr. Micnen. Would you say that percentagewise there were the 
same number of management people or executives as there are now 
as against clerks, stenographers, and others ? 

Mr. Scunecipacuer. I do not recall, sir. I do not know just what 
the breakdown was. I imagine the percentage was about the same. 
I do not seem to recall any difference. 

Mr. Micuet. I certainly share the concern of all the other members 
on the committee when from year to year and in 1961 as against 1960 
we see a marked increase in the number of positions requested. I am 
also mindful of the fact that we have an increased responsibility, par- 
ticularly so when I look back and see that over the years there were 
a considerable number of people in that particular bureau. What 
they were doing, I do not know. 

Mr. ScHNELLBACHER. I can tell you it was much easier for me to 
run my office in 1947 than it is in 1960. 

Mr. Micnet, And what particular office is that ? 

Mr. SCHNELLBACHER. I had more people, more money, more oppor- 
tunity to do the job. 

Mr. Kearns. The Office of Trade Promotion. 

Mr. ScHNELLBACHER. There probably was not nearly the pressure 
on us that there is today, coming from people seeking export. I have 
been there 36 years, and I have not felt this pressure on our office, 
the Office of Trade Promotion, from the American export community 
since the twenties, during the period from 1924 to 1928, when we had 
a terrific export drive. ‘Rel: atively, we had a terrific job to do at that 
time. Maybe I am getting a little old and mellow, but we seemed to 
have had quite a few facilities then that we have not had since. 

Mr. Micner. The dollar volume of export has increased what. from 
those years we are taking about, roughly ? 

Mr. Scunenieacuer. As I recall, exports were between $4 billion 
and $5 billion in those days. I remember $4 billion particularly be- 

cause I remember when we moved it up to $5 billion. 
Ml Krarns. Now it is $16 billion to $20 billion that we are talking 
about. 


USE OF PROPOSED INCREASED STAFF 


Mr. Micuet. Do you propose by this increased number of posi- 
tions to get. to business or get. out into the field with more direct. con- 
tact with business, or do you expect only to have that increased 
number of positions available to gather more information here in 
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the central city of Washington, for instance, and still require business 
to come to you at this particular point / 

Mr. Macy. We are planning to do both, sir, very definitely an in- 
crease in getting the material to the individual businessmen and help 
to the individual businessman who requires it. 

Mr. Micuer. Will there be a little more decentralization in that 
respect, then, than what I gather is the case now ? 

Mr. Macy. We will use the field offices to the fullest extent. possible, 
and in their budget request there is provision for some increase in the 
people who will be working full time in the field offices on the affairs 
of the Bureau of Foreign Commerce. 

Mr. Krarns. One of the problems we are experiencing right now 
is that there are innumerable conferences on world trade being held 
all over the country, and we are being called upon to provide ‘apable 
people to sit down with the business community and explain to them 
or work with them on their problems. We simply do not have the 
people today to send to fill these many requests. This, I think, is a 
real detriment to the development of the trade of this country. 


SOURCE OF NEW PERSONNEL 


Mr. Micne.. From where will you draw these proposed people? 
From where will you get the increased number of people you want to 
carry on these responsibilities ? 

Mr. Macy. A number of these positions we are asking for will be 
filled by junior people that we will expect to develop and train and 
use in the beginning at the lower levels, GS-5, GS-7. 

Mr. Micnen. It is your purpose to promote those that you now 
have to positions of greater responsibility 4 

Mr. Macy. Anyone with merit in the Bureau will be given equal 
consideration with people from the outside for these positions. We 
have a regular program of advertising our vacancies and giving any- 
one within the office who wishes to, a chance to apply for them. But 
we will have to obtain a fairly good number, in fact, most of the 
people we are talking about here, from the outside. 


INCREASE IN TRAVEL 


Mr. Micuen. On page 404, the amount for travel is shown as 
$75,000, as against $14,290 for the last year, which is certainly a 
sizable increase. I get the impression from this that there is much 
more involved overseas some place than there is actually dissemination 
of information right here at home. Am I wrong in that assumption ! 

Mr. Macy. Mr. Congressman, the $14.290 that we are trying to hold 
ourselves to in order to stay within our budget this year does not 
allow us to travel abroad, and it does not allow us even to meet the 
minimum serious requirements of travel within the United States. 
This is a figure that we have put on ourselves in order to stay within 
our budget limitations. 

Mr. Micuer.. What portion of this $75,000 would be for domestic 
travel as against foreign travel ? 

Mr. Macy. The foreign part is $35,000. 

Mr. Micner. Roughly half. 

Mr. Preston. You will want to correct that statement, I think, 


Mr. Macy. 
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Mr. Macy. I think the domestic is $35,000 and the balance, then, 
- is in international travel, $40,000. 
Ip Mr. Micuen. Am I correct in assuming roughly half is for domes- 
tic and half for foreign travel ? 
at Mr. Macy. That is correct. 
Mr. Micue.. How does that compare to $14,000 for 1960? 
e, Mr. Macy. The $14,000 is almost all domestic travel. Our people 
e have not been able to travel abroad for the pure and simple reason 
rs that we just did not have the funds so to do. That does not mean 
that they have not gone on trips abroad. The State Department has 
Ww a responsibility for international conferences, and they call upon us 
d to supply competent people to go on those delegations. In those 
le cases where there are official international conferences, the expense 
m of the trip is borne by the International Conference Office of the 
le State Department. 
a We have also sent out people from the Bureau as team leaders on 
trade missions. That is funded from the President’s special fund * 
whic My finances these trade mission programs. Any funds used out of ° 
our S. & E. budget for international travel have been limited to very 
: aaa amounts. Let us say that an officer who is working on the Ital- 
. ian desk goes to Geneva to a conference, depending on the importance 
” of the particular problem we may or may not allow him to go down 
to Italy while at the conference or as soon as the conference is over, 
1 which will cost us maybe $100 or so to get him down and back. That : 


is the only basis on which we have been able to have our people even 
eee the country that they are supposed to know all about. 

’ I refer to these so-called desk officers in the Office of Economic 
Affairs. As the foundation for any program we have, they are sup- 





} . 

1 posed to know all there is to know about the country on which they 

at are to work. They are supposed to use that knowlec lge, get it out to 

é business, and consult with business with that knowledge as a back- ; 

ground, 

P They are supposed to supply the information to other agencies 5 
within and outside the Department of Commerce. Policies are de- 2 
veloped on the basis of their knowledge et cetera. Many of these desk - 
officers who are expected to know more about their countries in the . 

- field of economics and commercial trade than anyone else, have never 5 

: set foot in the countries they are supposed to know about. TI think +6 

: this is something which just has to be corrected. . 


; Mr. Micnet. Is it impossible to get people originally with that ex- 
, perience, and using that as a basis or qualification for getting the job 
1 in the first place ? 

Mr. Macy. That will be done wherever possible, but when you take 
\ look at the individual positions we plan to fill, I think you will 


> 

: realize it is very difficult to get a man fully experienced, fully trained, 

and who has made many trips to a country. The Office of Economic 
Affairs, as an example, where T indie: ated ‘the geographic divisions- 

: such as the American Republics Division, the British Commonwealth 


Division, the European Division, the F ar Eastern Division, and the 

Near Eastern and African Division—is the main part of our basic 
resource from which everyone else works. I believe my memory serves 
me correctly that the highest paid person we are asking for in that 
Office is a GS-11. 
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ESCAPE CLAUSE ACTIONS 


Mr. Micnen. Mr. Secretary, this may or may not be a fair question 
to ask of you, but since the last extension of the Reciprocal Trade 
Agreements Act, has there been an increased number of petitions 
for relief under the escape clause that you would know of offhand! 
Does that come to your attention in your Department ? 

Mr. Kearns. It does, Mr. Michel. I do not have the figure in my 
mind. I can get it for the record. Iam of the opinion that it is about 
at the same rate that it has been before. 

Mr. Micuev. There has been no marked increase or decrease / 

Mr. Kearns. That is my opinion. I can get the exact figures. 

Mr. Micne.. Will you supply that. for the record—the comparative 
figures since the last extension ¢ 

Mr. Kearns. Yes, sir. 

(The information requested follows :) 

I have checked the appropriate Tariff Commission reports on this question 
and find the following: 

In the first 18 months from the 1955 extension of the Trade Agreements Act 
(July 1955 through December 1956) there were 16 applications for escape clause 
actions on which the Tariff Commission instituted investigations (Tariff Com- 
mission Investigations Nos. 42 through 57). 

In the first 18 months from the 1958 extension of the Trade Agreements Act 
(July 1958 through December 1959) there were 15 escape clause applications 
on which the Commission instituted investigations (investigations Nos. 71 
through 85). 


Mr. Micnen. That is all. 
EFFECT OF FOREIGN AID PROGRAMS ON EXPORTS 


Mr. Preston. Mr. Secretary, you made the comment in your gen- 
eral statement that the economies of some of the foreign nations had 
been refurbished. 

Mr. Kearns. Yes, sir. 

Mr. Preston. Is that because we have helped them refurbish them 
through economic assistance and technical aid? 

Mr. Kearns. Mr. Chairman, of course I had nothing to do with 
the policy or operations in past years, but it is my observation it was 
the policy of this country to try to restore the economic health of the 
war-torn countries, partic ularly the industrial countries of Europe 
and Japan, believing it was impossible for us to prosper in areas 
where people of our militar y alliances were in economic difficulty, and 
as a result a number of policies were adopted, including the Marshall 
plan and other aid plans, our trade posture, many things were clone 
to try to encourage redevelopment. That has been accomplished, and 
I think the success of this program is outstanding to the point that 
people who 10 years ago were in very difficult conditions are now as 
aggressive in their commercial activities worldwide as they were, and 
their industrial capacity is probably greater than it was prewar. 

This has been the policy fora number of years, and I think it is the 
right polic y. I think a competitor strong economically is better than 
a competitor who does not have much money. 

Mr. Preston. I asked you a question and you made a speech in re- 
sponse, Mr. Secretary, but what is happening, we are reaping the 
harvest of our foreign aid by the falling off of our exports. 
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Mr. Kearns. We are meeting the competition that developed. I do 
not persons ally fear the competition. 

Mr. Preston. You have sounded the alarm here, you ran up the 
flag and sounded the alarm that we are in trouble with our exports. 


Mr. Kearns. Yes, sir. 


FOREIGN TRAVEL OF THE ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 


Mr. Presron. With reference to the travel question mentioned by 
Mr. Michel, how many separate trips did you make abroad last year? 
How many times did you depart the U nited States ? 

Mr. Kearns. Five, I think. 

Mr. Preston. Who paid for those trips / 

Mr. Kearns. Fortunately—— 

Mr. Roonry. Seven times. 

Mr. Preston. Seven times, is that right ? 

Mr. Kearns. Fortunately, I was able to combine several activities 
in any trip, with the result that 

Mr. Roonry. They are enumerated on the sheets I have here, a copy 
of which you have. Your last trip was from October 20 to December 
19. Is that right? 

Mr. Kearns. That is right, sir. 

Mr. Roonry. Then that is the answer to the question. 

Mr. Kearns. He asked who paid for it. 

Mr. Presron. I first asked how many trips. 

Mr. Kearns. Seven. 

Mr. Preston. Who paid for them? How many were paid for by 
the Bureau of Foreign Commerce? 

Mr. Kearns. A very insignificant amount. The total amount is 





$1,225. 
Mr. Macy. Mr. Kearns, there was not any out of the Bureau of 
Foreign Commerce budget to my knowledge. 

Mr. Preston. Who paid for it? 

Mr. Kearns. The State Department, through the Office of Inter- 
national Conferences and the Office of International Trade Fairs. 

Mr. Rooney. I do not think that statement is correct. Do not these 
sheets also show amounts paid out of your budget ? 

Mr. Kearns. Let me ask our budget officer. 

Mr. Nretson. The sheets you have before you 

Mr. Roonry. Indicate that some of it was paid by State, some by 
ICA, and some by Commerce. 

Mr. Nretson. That is right, sir. 

Mr. Roonry. There is more from Commerce than has been indi- 
cated up to now. Is that not right? Take the trip from September 
| to September 16, that alone is $1,536. 

Mr. Nretson. That is right. 

Mr. Rooney. And $1,237 on September 30, right 4 

Mr. Nretson. That is right. 

Mr. Roonry. And the expenses of the trips to Toronto, down to 
Jamaica, and the trip to Ottawa, were expenditures from this budget; 
is that correct ? 

Mr. Nretson. There have been expenditures from the Commerce 
budget, however 

Mr. Roonry. For these trips to which I referred ? 
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Mr. Nietson. Yes. 

Mr. Preston. From what part of the Commerce budget did they 
come? 

Mr. Nievson. I think Mr. Kearns just indicated they came from 
the International Trade Fairs, and there has been some from the 
Office of the Secretary, from Administration. 

Mr. Preston. Mr. Rooney, do you wish to follow that line of 
questions ? 

EXAMPLE OF BUREAU SERVICE 


Mr. Rooney. Yes, but before doing so I should like to refer to one 
of the paragraphs in Mr. Kearns’ opening statement on page 8, where 
he says: 

A company in Tennessee received a sizable order from a Caribbean country 
and frankly was reluctant to take care of the order because of its lack of 
knowledge of how to do business abroad. It asked us to determine whether the 
order was from a reliable source. We determined that the order was bona fide 
and the firm consummated a sale. 

There is not anything at all unusual about that, is there, Mr. 
Kearns / 

Mr. Krarns. No, sir. 

Mr. Rooney. There is not anything new about that ? 

Mr. Kearns. No, sir. 

Mr. Roonry. They were doing that many, many years before you 
got to Washington, were they not ? 

Mr. Kearns. Exactly. 

Mr. Roonry. And all the Tennessee company had to do over all the 
years was send a wire or letter to the Department of Commerce 
and/or the Department of State and they would send a cable abroad 
and get all the answers. Right? 

Mr. Kearns. Yes. We were giving an example of the service we 
give, and that is one of the services we give. 


PARTICIPANTS ON TRADE MISSION TRIPS 


Mr. Rooney. With regard to this list I find in this envelope with 
reference to trade mission trips, who was Mr. Paul H. Brent ? 

Mr. Macy. Mr. Brent is Director of our Business Relations Divi- 
sion in the Bureau of Foreign Commerce. 

Mr. Roonry. A Government employee? 

Mr. Macy. Yes. 

Mr. Roonry. Who is Mr. William H. Shepherd ? 

Mr. ScHNELLBACHER. He was a business man on that trip. 

Mr. Rooney. From where? 

Mr. Krarns. Little Rock, Ark. 

Mr. Rooney. With whom was he connected ? 

Mr. Kearns. The Arkansas Power Co. 

Mr. Roonry. Arkansas Power & Light? 

Mr. Kearns. Yes. 

Mr. Roonry. Who is Ray W. Cline? 

Mr. Macy. He is with the Belk’s Department. Store, Concord, N.( 

Mr. Rooney. And Ralph M. Binney? 

Mr. Scunecieacuer. Vice president of the First National Bank of 
Boston. 
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Mr. Roonry. We have two little businessmen so far. 
These people had expenses for travel alone of about. $3,500 or $3,600, 
did they not ? 
Mr. Krarns. Yes, sir. 
Mr. Roonry. Paid by the Government? 
Mr. Kearns. Yes. 
Mr. Rooney. Did they receive remuneration of any kind in addi- 
tion to this? 
Mr. Krarns. They did not. 
Mr. Rooney. No per diem? 
Mr. Kearns. This includes the per diem. 
Mr. Macy. They received the same per diem that any Government 
employee would receive. 
Mr. Roonry. Are you sure these figures on the sheet to which I 
refer—and I believe you have a copy before you—include per diem 
in addition to the travel expenses? 
Mr. Kearns. Yes. That is total expense. , 
Mr. Roonry. Who is Mr. Herbert C. Murrer? ’ 
Mr. Kearns. Mr. Rooney, we can give you the biographies of all 
these trade mission people if you wish. 
Mr. Roonry. Yes. IT shall be glad to have that when I finish. 
Mr. Kearns. The trade mission people serve without compensation. 
We pay their travel expenses and per diem. 
Mr. Rooney. I understand that thoroughly, and I know how you 


get them. ‘ 
Mr. Macy. Mr. Murrer is with the Murrer Tool Co. in Cincinnati, ¢ 
Ohio. He is president of that company. 
Mr. Roonry. Who is David B. Hanna? , 


Mr. SCHNELLBACHER. He is a retired businessman now. 
Mr. Macy. He was with the Union Metal Manufacturing Co. of 
Canton, Ohio. 
Mr. Roonry. Who is Harvey F. Swenson ? 
Mr. Macy. President of the Sweden Freezer Manufacturing Co. of 
Seattle, Wash. 
Mr. Rooney. Who is Richard H. Henry? 
Mr. Scunetitpacuer. He is with American Express. : 
Mr. Roonry. The American Express Co. ? : 
Mr. Macy. He is manager of their travel division. 
Mr. Roonry. Who is James 8. Schramm ? 
Mr. Macy. A department store man from Ohio. 
Mr. Roonry. Charles R. Carry. Is that the fish industry man? 
Mr. Kearns. Yes; he is executive director of the California Fish 
Canners Association. 
Mr. Roonry. And who is Bradley Nash ? 
Mr. Kearns. He is a career man. 
Mr. Roonry. Who is A. R. Dayton? 
Mr. Kearns. He is with the Clayton Manufacturing Co. of FE] 
Monte, Calif. 
Mr. Rooney. And Adam Harper? 
Mr. Kearns. He is a businessman of New Orleans. 
Mr. Roonry. Who is Knox Manning? 
Mr. Scrnetipacier. He is a Government man. 
Mr. Roonry. And Paul Bolton? 
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Mr. Scune.ipacuer. He is recently deceased. He was with the 
International Association of Wholesalers. 

Mr. Rooney. Did you have that political leader from Los Angeles 
on the roll again, Mr. Kearns / 

Mr. Kearns. He is the same one we discussed before. That is John 
Krehbiel. He is also in the insurance business and is a business 
leader in Los Angeles. 

Mr. Rooney. .\ few other things in Los Angeles too, is he not ? 

Mr. Kearns. Yes: he did a magnificent job on the trade mission. 
He was the one just going when we discussed it before. 

Mr. Rooney. Is he the Republican leader in Los Angeles? 

Mr. Kearns. Yes, sir. 

Mr. Rooney. Who is Mr. Norman W. Merrill? 

Mr. Macy. He is executive vice president and general manager of 
the Blue Lake Packers, Inc., of Salem, Oreg. 

Mr. Rooney. I do not believe this record needs all these names 
that I have on this sheet, and we will take this up further when we 
get to the other committee which appropriates the money for these 
trips. 

Mr. Krarns. Yes, sir. 


TIME PERIOD OF TRADE MISSION TRIPS 


Mr. Rooney. Six months in Paris and 5 months in Rome, and so on. 

Mr. Kearns. Yes, sir. 

Mr. Tuomas. That must be boring, 6 months in Paris. 

Mr. Kearns. I have not seen any of those. 

Mr. Rooney. You have not seen any ? 

Mr. Kearns. Six months in Paris, no. 

Mr. Roonry. Perhaps I have exaggerated, 3 months in Paris, 3 
months and 2 days; in Italy 414 months. Maybe I have exaggerated. 

Mr. Kearns. It really did not say in Paris or in Rome, though. 
I think it said in the country. 

Mr. Roonry. Well, they have to do some sightseeing. 

Mr. Macy. Mr. Congressman, we put the dates when the trip would 
be started and when the trip would be ended. 

Mr. Roonry. These are the dates that they left and returned, I 
take it. Is that correct. 

Mrs. Cuampers. Not exactly. They are not actually overseas during 
the full period shown on the report. The date of the travel order 
includes the orientation period when they are in Washington, then 
perhaps they go home and begin their foreign travel a month later. 
It is the entire period of the individual’s travel order. 

Mr. Macy. The dates are the dates of the travel authorization. 

Mrs. Campers. They are not overseas for the full time. 

Mr. Kearns. The actual trip is from 6 to 8 weeks. 

Mr. Roonry. This indicates travel between dates and the amount 
of the cost to the Government. Is that right? 

Mr. Scone tipacuer. The individual is not traveling during that 
whole time. We write his travel order, say, from the 1st of January 
to the 1st of April, so that we can use him during that period, we can 
bring him to Washington and back in the interim period before the 
mission goes abroad, and then if we want to call him back a month 
later after he gets home, we can call him in on this same travel order. 
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Mr. Roonry. What does one have to do to get one of these trips at 
Government expense ? 

Mr. Kearns. All you have to do is have a Congressman ask to have 
him put on the list, and if he is qualified we send him abroad. 

I want to say one thing about Rome and Paris. If aman can spend 
6 months in Rome or Paris for $3,500, I think that is the kind of man 
we should have running our Government, because that would be 
pretty economical living. 

Mr. Preston. Off the record. 

(Discussion off the record.) 


EFFECT OF TRADE MISSION TRIPS ON FOREIGN TRADE 


Mr. Rooney. With this expenditure of public funds for these, should 
I say, favored gentlemen, the foreign trade picture is worsening, is 
it not. 4 

Mr. Kearns. Yes. It is like taking some medicine. Perhaps it 
would have died if it had not had this injection. I think this has 
been helpful in keeping the picture as good as it is now. 

Mr. Rooney. That is what you say ? 

Mr. Kearns. That is right. 

Mr. Macy. Mr. Congressman, we contact over 100 businessmen to 
find one that can go on a trade mission at the time we need them. It 
is very difficult to get them. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Preston. The length of time is one reason, I suppose? 

Mr. Macy. That is right, and the timing of it. These are busy 
men. 

Mr. ScuNeLLBAcHER. To get a refrigerationman to go to Africa in 
the midst of his busy season is difficult. 

Mr. Kearns. And they are not permitted to take their wives with 
them, which makes it more difficult. 

Mr. Preston. Husband and wife have to go separately and meet 
over there ? 

Mr. Kearns. No, sir. That is one of the agreements we have, that 
they will not take their wives, because we have found it reduces their 
effectiveness. 

Mr. Preston. Mr. Flood, did you have some questions ? 

Mr. Fioop. Not on that part of it, but I have before me, Mr. Kearns, 
a copy of a U.S. Information speech you made on November 24, 1959, 
to the Junior Chamber of Commerce at Manila. 

Mr. Kearns. Yes, sir. 

Mr. Foor And what attracts my eye are two things, the philosophy 
of a paragraph on page 3, the second paragraph, then, as ‘an old show- 
man, [ am intrigued by the lyricism. 

Mr. Kearns. Thank you. 

Mr. Froop. Let me quote to you. I am sure this impressed the 
Filipinos. I had been there shortly before. This is what you said— 
and it is beautiful language: “Actually, the fruits of a protectionist 
policy, like the pleasures of the original apple in the Garden of Eden, 
are illusionary.” 

Mr. Kearns. I did not say it that well. 

Mr. Ftoop. I am sure of that. That makes Shakespeare a bum. 
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REBIRTH OF GERMAN AND JAPANESE ECONOMICS 


You go on on this question of self-sufficiency. Mr. Preston men- 
tioned you were raising the flag of alarm on these aids we have given 
these war-torn nations. I think you forgot a very significant thing. 
[ am sure you know—there is no doubt in my mind that you know, 
but I wonder why you did not mention it to Mr. Preston—you know, 
of course, with particular reference to Japan and Germany, that 
from the end of the war until last year _ had no budget for na- 
tional defense, none, and we have had 5 » percent of our national 
budget—very properly, but the fact remains—in national defense. 

So this fantastic economy that has been reborn, this renaissance, 
economic complex on the highway from Yokohama to Tokyo, this 
tremendous thing that has happened is not to be attributed solely to 
the genius of this concept of aid of trade, not at all, because had Ger- 
many and Japan been burdened with 55 percent of their national 
budget for ne fense, those things would not have happened. 

You see, I do not quarrel] with what was done: I am in favor of it: 
there is not any of this legislation that I did not vote for, and again 
and again, but I have no illusions of grandeur about it at all when J 
ride up the Rhine toward the Ruhr, or up that weird highway from 
Yokohama to Tokyo. 


BALANCE- -PAYMENTS DEFICIT 


On the next page you speak about the reasons you are concerned 
about the balance-of-payments deficit. That is true. You are seri- 
ously concerned about that. Four and a half billion dollars. Of 
course you we You have this flight from the dollar worldwide. 
You have the Belgian franc, the Swiss frane, the Dutch guilder, the 
Venezuelan bolivar, and did you ever think you would live to see the 
day the Italian lira would be worth more on the Bourse than the 
American dollar? All of this has been built up during this period 
of the trade missions of which you speak so highly. 

As Mr. Rooney suggested, the problem is when you are concerned 
about this flight of the dollar and this deficit of $41 6 billion, which 
has been going on for a long time, you say, “We have to do some- 
thing about it.” The question I pose is, W hich came first, the chicken 
or the egg? Where is the cause and where is the effect? You are 
speaking of the last 15 years. You are worried about the $414 
billion. I do not blame you; soam I. Is that the result of all these 
wonderful things that have been going on? Is it the cause? Is it 
the effect ? 

Where do you begin this thing in 1960, in the 1961 budget ? 

That is not rhetorical. What do you have to say about that? 

Mr. Kearns. First I want. to apologize if I said this trade policy 
was entirely responsible for the improvement. I did not mean to 
say that. If I said it, I apologize for that. 

We, of course, live with the policies of both the past and the pres- 
ent, but I think, generally speaking, we try to do what we can within 
the policies laid down for us. I do not think it is correct to say these 
other currencies are better than the dollar. I think for the first time 
since the war the currencies are exchangeable. 

Mr. Fioop. T think the term we use is “harder.” 
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Mr. Kearns. I say they are freely exchangeable with the dollar. 
[ question whether I would be richer with a lot of poor relatives than 
I would be with relatives able to support themselves. I think the 
countries that now have achieved financial equilibrium do not make 
us poor. They make us be a little sharper in our activities. I am 
sure We can compete with the world. 

Mr. Fioop. That is an interesting point. I want to refer to the 
poor relatives, qualitatively or quantitatively. 

The difference between protectionism and your Garden of Eden 
apple, which is a symbol, is that you have left the symbol and are 
giving us a real apple. There is nothing in the world worse, when 
you bite into an apple, than to find a worm, other than to find half 
aworm. That is terrible. 

These nations Mr. Preston is concerned about, and that you are 
actually concerned about, you brought them there. If now we were to 
compete, since we created this Frankenstein now we must live with it. 
You say we can live with it and — with it. What I object to 
is when this Frankenstein ots its giving birth to little Frankensteins 
asexually and sets up imperial sterling bloc areas and quotas and 
soon, He denies his father. That is not very sporting. Do you 
not think so? 

Mr. Kearns. I agree with all that you say. 

Mr. Froop. Of course you do. I merely raised them since appar- 
ently you did not have the time to do it this morning. That is the 
other side of the story. 

Mr. Kearns. Thank you. 

Mr. Preston. Mr. Horan. 

Mr. Horan. I am interested in all of this because I am a little con- 
fused. I was interested in what Mr. Flood had to say because I think 
there isa lot of truth in what he developed. 


COMMERCIAL ATTACHES 


This is a two-prong matter that we have before us now; is that not 
right, Mr. Macy? A lot of work is done by the State Department, and 
it isa matter of cooperation between the two of you. The attachés, 
for instance, are under the Department of State? 

Mr. Macy. That is true, sir. 

Mr, Horan. And in most instances if they are capable and com- 
petent they are pretty much aware of what is going on in the country 
to which they are attached, or at least they should be? 

Mr. Macy. That is correct, sir, and they send us the reports which 
we have asked for through the State Department, which form the 
basis for much of the work that we do. We have no people working 
abroad on our payroll in the Foreign Service. 

Mr. Horan. Do you have any difficulty in getting quick action out 
of the State Department’s attachés, who are supposed to be sources 
of information ? 

Mr. Macy. I think they do the best they can, and by and large they 
are very able people. Unfortunately, in my opinion at least, they are 
not able to do the job that should be done because of lack of numbers 
in the commercial side of the Foreign Service. 
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Mr. Horan. I feel the commercial attaché should report directly to 
the Secretary of Commerce, but I am apparently alone in that feeling 
on this subcommittee, so it is not apt to be changed. 


BALANCE OF TRADE 


Mr. Chairman, I would like to have supplied for the record more 
data on Mr. Kearns’ statement on page 13 where he says certain 
aspects of the Bureau’s work of a more general character require 
strengthening, particularly as they relate to governmental action to 
eee the general climate and arr angements for the vies of 
U.S. foreign trade, and reduce this deficit we have now in balance 
of Siete 

I think commercially actually we have a fair balance; is that 
not true / 

Mr. Krarns. Yes, sir 

Mr. Horan. Additional activities is what causes the difference? 

Mr. Kearns. Yes. 

Mr. Horan. You say here 
development of proposals for elimination of any remaining unwarranted 
foreign government discriminatory legislation or practices restricting dollar 
imports. 

Now, that is a very important matter right now because of the action 
of our very able Secretary of the dip in talking pretty plainly 
to suneot these foreign countries about 1 using our money, which is part 
of this deficit, elsewhere. I think he is about. to put a stop to that. 

Do you have full cooperation from the State Department in trying 
to persuade some of these countries to reduce these roadblocks to 
international trade as it affects the United States? 

Mr. Kearns. Yes. I can give you an unequivocal “ves” on that. 


IMPORT RESTRICTIONS APPLIED BY FOREIGN COUNTRIES 


Mr. Horan. Mr. Chairman, T would like to have supplied for the 
record a rather complete breakdown on what other countries are 
doing to restrict trade. and some specific examples of some of these 
roadblocks. That has been done in the case of our agricultural hear- 
ings. 

Mr. Preston. Will you put a statement on that in the record at 
this point ? ¢ 

Mr. Kearns. Yes, sir. 

(The following statement was submitted for the record :) 


IMPORT RESTRICTIONS APPLIED BY FOREIGN COUNTRIES AFFECTING U.S. EXPorts 
(As of August 1959) 


AUSTRALIA 


Australia revised substantially its import licensing regulations on August 1, 
principally by raising the level of overall imports and by easing the discrimination 
against dollar goods. 

The new regulations authorized an increase in overall annual imports from 
$1,792 million to $1,904 million, or $112 million, and eased or removed dollar 
discrimination on about 90 percent of total imports. The principal products re- 
maining subject to a modified form of discrimination are complete motor vehicles 
and lumber, which constitute a large proportion of the 10 percent of imports still 


— eee 


eR _ gg 





| 





to 


ing 


ore 
Lin 
ire 
to 
of 


ice 


at 


ted 
lar 


on 
ly 


rt 


he 
to 


he 


‘Se 


4 ig 


at 


1, 
on 


ym 
ar 
re- 
es 
ill 





er 


417 


subject to discriminatory licensing. (U.S. exports of motor vehicles and lumber 
1 


to Australia in 1958 were valued at $12.4 million, and $5.5 million, respectively. ) 

Almost all other imports into Australia from the United States will be favor- 
ably treated one way or another under the amended licensing categories which, 
provide for new exemptions from licensing, increased quotas, and participation 
by new importers. Many products are still subject to import licensing, but such 
licenses once granted may now be used to import the items authorized from any 
source of supply including the United States. 


AUSTRIA 


Description of import restrictions 

The Austrian foreign trade law provides that all goods enumerated in several 
appended lists must be exported or imported under license. By means of these 
lists imports are divided into two major categories, for licensing purposes: 
liberalized goods and controlled goods. Liberalized goods may be imported pur- 
suant to a so-called general license consisting of a general, published authoriza- 
tion under which individual permits need not be obtained, while controlled goods 
require an individually validated import license for each shipment. Dependent 
upon the nature of the goods, application for license must be submitted to the 
Ministry of Trade and Reconstruction or its field office, to the Ministry of Agri- 
culture and Forestry, or the Ministry of the Interior for approval. The decision 
of the competent Ministry may be made dependent upon the opinion of an in- 
terested trade association, to which the application will be referred for comment. 

In allocating licenses to importers account is taken of price, quality, the mar- 
ket situation, the availability of comparable products, and the capacity and 
status of the importers concerned. Sometimes a comprehensive quota may be 
granted to an individual firm by means of a general license for the importation 
of a particular commodity during a limited period of time. On other occasions 
imports may he subject to certain so-called global quotas which apply either to 
imports from all sources or to imports from GATT countries and members of the 
OEEC. For such imports, liceiises generally are granted on a pro rata basis. 
And in other cases reference may be made to the shares of imports of importers 
in a previous period, but other factors may also be taken into account. 

In cases where import licenses are granted there appears to he no unreason- 
able amount of redtape or bureaucratic delay. The unknown and arbitrary fea 
ture of Austria's licensing procedures is the criteria employed in determining 
what licenses will be granted and to whom. 

Exchange regulations which complement the foreign trade law do not restrict 
payments for imports from countries with which payments are arranged in 
freely convertible currencies, and from Greece and Turkey. Imports from these 
countries, among which is the United States, may be paid for in Austrian schil- 
lings or in anv other freely convertible currency. 

Special systems of control and regulation which aim mainly at stabilizing 
internal prices are in effect for some imports of agricultural products. There 
are, for example, special marketing laws for cow’s milk and certain dairy 
products, bread and coarse grains, livestock and meat products, and a State 
price-fixing arrangement for sugar. Generally, price stabilization schemes in 
volve deficiency payments or surcharges on imports depending on whether the 
price of the imported product is above or below a predetermined price or price 
margin. Hence, approval for importing commodities within the purview of 
antonemeus agricultural marketing boards must first he received before the im 
port license application may be submitted to the appropriate Ministry for final 
decision. 

Austria’s only state trading agenev is its Tobacco Monopoly, which is that 
country’s sole importer of tobacco and tobaceo products. It tends to favor Near 
Fast sources but during postwar years has been obliged to purchase substantial 





Tt will he noted that there hove been substantial imports of these two items from the 
United States Whether or not the removal of diseriminatory licensing on motor vehicles 
and Iumber wonld result in increased imports of these products from the United States 
Would depend largely on the competitive position of such produets in the Australian mar- 
ket. There would possibly be some increase in the imports from the United States of 
lower priced motor vehicles, particularly those made by Studebaker and American Motors, 
the so-called independents who presently do not have manufacturing or assembly facilities 
in Australia. The principal suppliers of Inmber to Australia at present are Canada and 
the United States. However, Canada receives certain duty preferences in Australia on 
moter vehicles and Inmber which might tend to benefit Canada more than the United 
States if dollar licensing discriminations were removed. 
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quantities of American tobacco for blending in order to meet consumer prefer- 
ences sufficiently to maintain sales volume. 

Bilateral trade agreements with seven Soviet bloc countries, Chile, Cuba, 
Egypt, India, Indonesia, Israel, Morocco, Pakistan, Spain, Uruguay and Yugo- 
siavia are other significant means by which Austria restricts imports. Some of 
these agreements establish import quotas for goods still subject to individually 
validated import licenses. Some provide that import licenses will be granted 
without restriction. And others contain only indicative lists of commodities 
without fixed quotas. 

U.S. commodities against which restrictions are effective 

In September 1958, the Austrian cabinet decided to increase liberalization of 
Austria’s imports from the United States and Canada from 40 to 44 percent 
(based on 1953 trade with the United States and Canada in private account), 
This measure, the Austrians declared, would substantially eliminate discrimina- 
tion in the induscrial sector between the licensing treatment accorded Austrian 
imports from the OEEC area and that accorded imports from the United States 
and Canada—except for certain textile items which would continue to require 
licenses for dollar imports. The new list of liberalized commodities, originally 
promised for November 15, 1958, remains unpublished and there are as yet no 
positive indications when it will be issued. The Austrian authorities have an- 
nounced, that, in the interim (presumably dating from September 1958) dol- 
lar imports of items which will appear on the promised list are to be licensed 
freely—resulting in de facto liberalization for these items. 

The Austrian Government has emphasized, with regard to the 44-percent dol- 
lar liberalization figure, that, if grains were placed under state trading ag in 
some other Luropean countries, the dollar liberalization figure, based on 1953 
imports, would be approximately 90 percent. 

Restrictions remain in effect on a long list of U.S. commodities. Included are 
most agricultural products, some textiles, and relatively few manufactured 
finished goods, such as television sets, files, button blanks, metal and plastic 
skis, oil burners, and cosmetics. 

Restrictions that are discriminatory against U.S. goods 

Discriminatory restrictions against U.S. goods are clearly evident in the agri- 
cultural and textile sectors and for some commodities in the industrial sector. 
While Austria has liberalized about 79 percent of agricultural imports from 
the OFEC area (1952 base), only 4.5 percent of imports of similar commodities 
have been liberalized from the United States and Canada (1953 base). Playing 
a major role in preserving this discrimination is Austria’s reliance on bilateral 
trade agreements, which favor imports of agricultural products from East Euro- 
pean and bloc countries. Austrian officials fee] that these agreements are 
needed to protect Austria’s export markets. Since the bloc has been either un- 
able or unwilling to supply Austria with acceptable imports other than certain 
agricultural products, especially grains, to balance its trade deficits, the Aus- 
trians are fearful that if Austria’s quotas for these products are filled by Ameri- 
ean commodities, the deficits with the East would remain unresolved. In the 
textile sector, Austrian officials say that continued Austrian discrimination 
against certain textile imports reflects world conditions in the textile industry 
and that restrictions against dollar imports are essential to protect the domestic 
textile industry which simply cannot compete against the American industry and 
its lower prices. Some of the textiles on which discriminatory restrictions are 
expected to remain are most woven piece goods, upholstery fabrics, cotton yarn 
and gauze, lace bed and furniture covers, shawls, scarves, handkerchiefs, and 
some earpets. And in the industrial sector, continued discriminatory restric- 
tions are expected inter alia on metal and plastic skis, television sets, and 
plastic buttons and button blanks. 


BELGIU M-LUXEMBOURG 


Description of import restrictions 

The licensing system of the Belgium-Luxembourg Economic Union (BLEU) 
has its legal basis in a number of laws passed in these countries which em- 
power the two Governments to control under a common system their import, 
export, and transit trade. Asa result of a simplification of the BLEU licensing 
procedures effected in October 1957, and subsequently amended, at present only 
160 tariff positions, out of several thousand positions and subpositions, are 
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wholly or partly subject to import licensing including the items under the so- 
called “Benelux global quotas.’ Most commodities imported into BLEU, there- 
fore, are subject only to the ordinary customs documentation which includes an 
avis d@’importation (notice of importation) for the purpose of informing the 
Belgo-Luxembourg Exchange Institute of completed transactions. BLEU con- 
trols over imports from both dollar and nondollar sources are identical. In 
a few cases where licenses are required, they are almost always granted, except 
for agricultural commodities. 

U.S. commodities against which restrictions are effective 

Global Benelux quotas exist on a small number of items. These quotas are 
subdivided into two parts, one of which applies to imports from common market 
countries and the other to imports from third countries, including the United 
States. The commodities concerned are: Completely polished rice for human 
consumption, castor oil other than crude, certain fatty acids, methyl chloride, 
penicillin, wooden packing cases, fish nets, and new and used automobiles. 

Although the United States has particular interest in polished rice, methyl 
chloride, penicillin, and automobiles, the Benelux countries have stated that the 
size of the quotas satisfies normal import requirements, There have been no 
complaints by U.S. exporters about the size of these quotas. 

In addition to the global quotas, the BLEU maintains import restrictions on 
some agricultural products for which BLEU obtained a waiver from GATT in 
1955. These products include: Fruits and vegetables, subject to seasonal con- 
trols, meats and meat products, dairy products and eggs, potatoes and seed grain. 

The above restrictions are applied equally to imports from the United States 
and third countries, 

Restrictions that are discriminatory against U.S. goods 

There has, however, been some Belgian interference with the importation of 
U.S. coal in connection with the current coal crisis in Belgium. At the behest 
of the Belgian Government, Belgian importers of U.S. coal have privately nego- 
tiated with U.S. shippers to reduce the size of coal contracts and to stretch out 
deliveries of coal beyond the time called for in coal contracts. 


BRAZIL 


Nontariff restrictions against imports from the United States 
Because Brazil currently is faced with a shortage of foreign exchange, a 
strictly enforced system of exchange controls has been established. The non- 
tariff restrictions against imports are aimed in general at protecting Brazil’s 
balance of payments position and are usually effected through exchange controls, 
The amount of foreign exchange to be offered for imports is established in a 
semiannual foreign exchange budget. The exchange control system of Brazil per- 
mits the importation of almost any goods desired, on the basis of open competi- 
tive bidding at weekly public auctions for exchange commitment certificates 
which entitle the holder to apply for foreign exchange cover for imports. Ex- 
change commitment certificates having been obtained, the necessary import 
license or certificate is automatically issued. The total amount of exchange 
offered at auction each week is limited. There are two categories of commod- 
ities for exchange auction purposes—the general and the special. The largest 
portion of exchange available for import is allocated to the auction for general 
category goods, which include those items considered essential to the economy 
of Brazil. <A relatively small amount of exchange is offered for imports of 
special category goods, which include all items not specifically included in the 
general category list, and in general include items produced in Brazil in suffi- 
cient quantities for domestic consumption and all luxury or nonessential goods. 
Exchange is offered at separate auctions for convertible currencies and for 
various bilateral agreement currencies. Because of the greater demand for 
convertible currencies and as a result of competitive bidding, the cost of such 
currencies usually is higher than the cost of other currencies in the same cate- 
gory. The Brazilian authorities set minimum auction rates for all the various 
nonconvertible currencies, however, to reduce the differences in cost between them 
and convertible currencies. Exchange commitment certificates for bilateral 
currencies are auctioned in accordance with the availabilities of such currencies, 
and imnort licenses are generally limited to specific commodities and to the in- 
dividual quotas specified in Brazil’s trade agreement with the respective country. 
Certain essential imports such as petroleum, wheat, books, newsprint, and gov- 
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ernment imports, are affected through preferential exchange rates, within specific 
exchange quotas in the semiannual exchange budget. The preferential exchange 
rate, however, is the same for all currencies. 

Through a bilateral agreement with Argentina, foreign exchange for imports of 
fresh fruit is negotiated on the free market. Because the free market rate is 
much lower than the average exchange rate for the special exchange category, 
in which fruit is classified, this may be considered a discriminatory practice. 

The importation of wheat is restricted to purchases by the Brazilian Govern- 
ment, and for the most part is in accordance with a bilateral agreement with 
Argentina. 

Although private barter arrangements are generally not allowed under existing 
regulations, the Government of Brazil has been entering into barter arrange- 
ments, usually with countries outside of the convertible currency area, such as 
the exchange of coffee or cacao for Russian oil, Polish ships, East German ferti- 
lizers, and the like. 

Although such discriminatory practices as the fruit and wheat agreements and 
the barter arrangements give competitors, especially in nonconvertible currency 
countries, certain advantages as against U.S. suppliers, the total amount of con- 
vertible currencies offered for imports is always used. It is doubtful to what 
degree a reduction of such practices would increase U.S. exports to Brazil, be- 
cause of the Brazilian balance of payments deficit, unless Brazil reduced exchange 
controls and allowed commercial imports on the free market. 


BURMA 


Burma has recently taken steps to eliminate one important feature of her re 
strictive licensing policy toward dollar imports. Heretofore, almost all Burmese 
open general licenses have been restricted in validity to imports from nondollar 
resources. In addition, imports of capital goods not covered by open general 
licenses have been rigidly screened by various foreign exchange control boards 
which restricted capital goods imports (mainly imported for us by Government 
agencies) to nondollar sources. As a consequence, purchases from the dollar area 
wer limited largely to imports of specialized machinery or equipment needed for 
development purposes and not procurable elsewhere or to U.S. agricultural prod- 
ucts imported under Public Law 480 agreements. 

Since early 1959, the Burmese Government has indicated that numerous items 
covered by open general licenses may now be imported also from the dollar area. 
This move has increased the possibility of selling U.S. goods in the Burmese 
market except to the limited extent in which some commodities eligible for 
this liberalized treatment may already be subject to special treatment under 

surma’s reparations agreement with Japan or under clearing agreements which 
Burma has with various Sino-Soviet bloe countries. There is also a strong 
possibility that the foreign exchange control authorities will now take a more 
liberal attitude toward the purchase from dollar countries of capital goods 
and other items not covered under general licenses. 


CANADA 


Canada eliminated foreign exchange licensing in 1951 and has only a few 
items subject to quantitative controls. There is no discrimination against the 
United States. 

There are some quotas arising out of the agricultural price support system. 
(Cf. Annex 1.) 

The permanent statutory embargo on the import of oleomargarine, which 
arises from agricultural protectionism in some provinces, handicaps imports 
vis-a-vis production in other provinces, but it is of long standing. 

The customs tariff prohibits the importation of used or second-hand auto- 
mobiles and used motor vehicles of all kinds manufactured prior to the year il 
which importation is sought. Second-hand aircraft imports, regardless of the 
year of manufacture, are also embargoed. 

Imports of alcoholic beverages are controlled by license of the provinces which 
have a monopoly of sale. Most provinces are willing to give hotels and clubs 
permits to import but the provincial liquor board stores will carry only token 
quantities because of the alleged small demand. There is only a small import 
but it is difficult to state the reasons precisely. Some of our States have 
similar monopoly practices in whisky sales. There is apparently some discriml- 
nation in provincial taxation of imported beer. Wine imports from the United 
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States are discriminated against by the tariff preference to Commonwealth 
suppliers. 


Annex 1.—Canadian import restrictions on price supported agricultural products 


At the present time there is a virtual embargo on commercial imports of 
butter, butterfat, cheddar cheese, and dried skim milk with imports in small 
quantities for personal use, permitted under general license. An import quota 
of 1 million pounds per quarter has been established for turkeys but this total 
of 4 million pounds a year is considerably below the 13 million pounds imported 
from the United States in 1956, the last complete year during which imports 
were unrestricted. The restrictions affect only the United States as the United 
States has been Canada’s sole foreign supplier of turkeys. 

Wheat, wheat flour, and wheat starch; oats, including ground, crimped, 
erushed, rolled, and meal; and barley, including ground, crimped, meal, and 
flour are subject to import licensing by the Canadian Wheat Board, which is 
the Government marketing agency for these grains produced in the prairie 
Provinces. Imports are small but in view of the competitive strentgh of 
Canadian production cannot be said to be directly reduced by the restriction. 


CEYLON 


Ceylon’s import control policies have been directed toward the regulation of 
the country’s imports in the light of its balance-of-payments position, the protec- 
tion of domestic industries, and the diversion of the country’s trade into the 
hands of Ceylonese nationals. 

While most goods may be imported into Ceylon either under open general li- 
cense or general import license from most countries of the world, a substantial 
number of items require an individual import license if imported from the dollar 
area. Ceylonese traders are issued licenses freely for all goods under license 
from the dollar area but non-Ceylonese firms are issued limited licenses based 
on their past trade. In the case of new products, the latter firms must rely upon 
ad hoe import licenses, which are often difficult to obtain. 

Most of the goods under individual import license from the dollar area are 
considered consumer goods, such as radios, refrigerators, automobiles, photo- 
graphic instruments, and textiles and manufactures. 


CHILE 


The only nontariff restriction imposed by Chile is a requirement that im- 
porters must place a prior import deposit ranging from 5 to 5,000 percent of the 
value of the importation, depending on the essentiality of the merchandise. The 
import deposit is made prior to the importation of the goods and is retained by 
the Central Bank for a period of 30 or 90 days, again depending on the essential- 
ity of the goods. In general, the import deposits are highest on consumer and 
luxury goods, and those goods that are produced by Chilean industry in suffi- 
cient quantities. The import deposit system, in general, is applied without dis- 
crimination, the only exception being that in regard to imports emanating from 
countries with which Chile has compensation agreements the import deposit 
may be waived. 

Apart from the import deposit requirement, the only other restrictions on im- 
ports into Chile are the import duties, sanitary and other public health reauire- 
ments, ete. 

CUBA 


Cuba does not employ any direct discriminatory trade restrictions against 
U.S. goods. In February of this year, a selected list of approximately 187 com- 
modities were placed under import control. Importers require import licenses 
from the Monetary Stabilization Fund for those commodities shown on the list, 
and such imports must be financed by letter of credit only within 30 days after 
the issuance of the license. Those regulations have not yet been applied in a 
restrictive manner, other than the requirement of financing by letter of credit. 
The list covers a wide range of commodities, including foodstuffs, heverages, cer- 
tain office equipment, toilet articles, electrical appliances, photographic equip- 
ment, certain automotive chassis, chinaware and luxury goods. 





2Compensation agreements calling for payment clearance through accounts established 
with the respective Central Banks exist with Argentina, Brazil, Bolivia, Ecuador, Spain, 
and Yugoslavia. Also, clearing agreements exist between the Chilean Nitrate Corporation 
(Covensa), an autonomous government agency, and Denmark, Sweden, France, and Egypt. 
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The new tax reform law provides for certain internal taxes which are of a 
discriminatory nature as regards U.S. goods. One is the automobile annual 
registration tax which ranges from $29 to $5,000 for the first year of registration, 
the amount of the tax depending on the value of the auto. The minimum 
tax of $29 applies to autos having a value up to $1,500; this would exclude 
all U.S.-origin autos, but would apply to automobiles from practically all other 
automobile manufacturing countries. Cars having a value of $1,501 to $2,300 
are subject to a tax of $75; from $2,651 to $3,000, a tax of $500 is payable; and 
over $3,000, the first year registration tax will amount to $5,000. This legislation 
will undoubtedly have a restrictive effect on American car imports in favor of 
English, German, and French autos. 

Other restrictive taxes include the new internal consumption taxes provided 
for in the new law on manufactured goods not made in Cuba for example, there 
is a 15 percent tax on photographic film, 20 percent tax on such items as cameras, 
projectors, and automobiles having a value between $2,300 and $3,000, and a 
30 percent tax on autos with a value of over $3,000. Items not classified in the 
consumption tax schedule are subject to a 10 percent tax which would cover a 
wide range of American goods not manufactured in Cuba. 

The import licensing requirements, as mentioned previously, do not appear 
to have had any restrictive effect on imports of U.S. goods up to the present 
time. Because of the proximity of Cuba and frequent sailings, it would also 
appear that the letter of credit requirement on imports of the commodities on 
the controlled list, has not had a significant restrictive effect on imports since 
bank credit has reportedly been available. 


DEN MARK 


Denmark maintains import controls on a limited number of agricultural and 
industrial products. Licenses are granted for nonliberalized goods either on 
a regional quota basis or by individual license on a case-by-case basis. 

On April 1, 1959, Denmark increased its dollar liberalization from 70 to 88 
percent (on the basis of 1953 imports), eliminating all discrimination against 
dollar goods in the liberalized sector of Danish import trade. 

In general, Danish import regulations have more restrictive effect on consumer 
goods than on commodities used by industry. Among the goods against which 
restrictive measures are effective are packaged rice and tobacco manufactures. 
Rice, except rice in retail packages, may be imported freely. Denmark has re- 
quired an import license for rice in retail packages since 1932, effective for all 
countries. Cigarettes are still among the products subject to import license from 
all sources. Tobacco products, including cigarettes, may not be imported into 
Denmark for internal consumption. Imports of tobacco products for internal 
consumption are not expected to be liberalized in the near future, 

Effective March 1, 1959, the same liberalized list was applied to the OFEC and 
the dollar areas. Technically, there is no discrimination in import licensing be- 
tween the two areas. However, the regionalized quotas do not apply to the dollar 
area, and the purchase of those commodities from the dollar area requires an 
individual import license, which is granted provided price and quality conditions 
make the import desirable. 

DOMINICAN REPUBLIC 


The Dominican Republic does not employ any discriminatory import restric- 
tions on U.S. products. Quantitative restrictions were imposed on milk (in all 
forms) in September 1958 but they were relaxed in June 1959 by the granting 
of import quotas to importers on a historical basis. Milk imports from the 
United States have not been significant. 

Import licenses are required for few commodities, including rice, wheat and 
wheat products, sugar products, edible oils (except olive, lard and lard prod- 
ucts). Rice imports are negligible; wheat and wheat flour imports are prin- 
cipally from the United States (about 65 percent of total). 

An internal consumption tax was established on 55 different commodity 
classifications, including many manufactured goods which are generally im- 
ported from the United States. The internal consumption tax ranges from 5 
to 15 percent ad valorem on most commodities while the remaining are taxed on a 
specific basis. The tax is applicable to imported commodities only. Since some 
of the items covered by the list are not manufactured domestically, the tax is 
discriminatory against imports. The internal consumption tax is an import 
restrictive tax. 
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A customs surtax of 12 percent is imposed on all imports and exports. As it 
applies to commodities not manufactured in the Dominican Republic, the surtax 
is restrictive in nature. 

There are no exchange restrictions. 


FINLAND 


Under the import control procedures which the Finnish Government main- 
tains for balance-of-payments reasons goods subject to import licensing require- 
ments may be divided into two main categories (1) imports which are licensed 
automatically or without quantitative restrictions (2) goods which are licensed 
under a global quota system. In addition certain commodities such as chemical 
raw materials for the pharmaceutical and forest products industries are licensed 
according to existing need. 

Import licenses are issued automatically for certain specified goods which 
may be imported from (1) countries with which Finland still has bilateral trade 
agreements (2) from the dollar area (8) from those sterling area countries 
which remain outside the free list system. Certain goods, which for technical 
reasons have been designated for automatie licensing, are licensed automatically 
when they are imported from and originate in free list countries and sterling 
area countries outside the free list system. Under global quota licensing only 
certain quotas are open for dollar area participation. 

On April 10, 1959, further relaxation of restrictions on imports from the 
dollar area were undertaken. Additional global quotas were opened to dollar 
imports and licensing of dollar imports without quantitative restriction was 
administratively extended to a broad range of commodities. 

In the latest relaxation there have been important gains in items in which 
the United States is interested, e.g., dried fruits, auto parts, raw materials, addi- 
tives, and production materials for the food industry; raw and other materials 
for the chemical industry. 

The Finnish import restriction effectively limits imports of many U.S. con- 
sumer goods, especially such durables as refrigerators, washing machines, 
handtools, and fabrics, yarns, and other textile materials. 

The disparity between treatment accorded United States and Western 
European imports has been reduced rapidly over the last few years. 


FRANCE 


At the present time, France’s principal import regulatory instrument is the 
quota restriction, implemented through a licensing system. All nonliberalized 
goods require an import license, which, if granted, automatically assures the im- 
porter of access to the necessary foreign exchange. 

Internal taxes affecting U.S. imports may be considered significant deterrents 
to importation in only a limited number of instances. For example, an auto- 
mobile tax applies to cars; it is particularly high on cars of over 16 fiscal horse- 
power, and thus principally affects U.S. automobiles. 

The French import licensing system has restricted the French market for 
imports of U.S. machinery, industrial equipment, and manufactured consumer 
goods of all kinds. 

There are two main areas of discrimination against U.S. exports currently 
in effect. One is the significant disparity between the OEEC and dollar liberal- 
ization lists. The other is discrimination in the administration of the licensing 
system for nonliberalized products. Although a percentage comparison may not 
be completely accurate because of different base years involved some idea of 
the difference in liberalization existing is given by the fact that to date France 
has freed approximately 93 percent of OEEC imports from quantitative restric- 
tions, but only about 60 percent of dollar goods. Products liberalized for import 
from OEEC countries but as yet still under license from the United States 
include, for example, various types of manmade fibers; industrial and laboratory 
electric furnaces and ovens; certain types of calculating machines; accounting 
machines; various chemicals; bearings of all kinds; much electrical and elec- 
tronic equipment ; and various types of machine tools. 

Each request for an import license for nonliberalized goods is considered on 
a case-by-case basis and the decision as to whether to grant a particular license 
is made by French authorities after considering the essentiality of the goods to 
the French economy, availability in the local market and other factors. Except 
for a few items (automobiles, whisky, e.g.) the size of quotas is not disclosed 
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by the French Government. Dollar automobiles and whisky are treated less 
favorably than are similar items from nondollar areas. The licensing authorities 
in the past, however, have tended to grant licenses more liberally for goods 
from France's Common Market partners and other OEEC countries than from 
the United States. This has affected U.S. machinery and equipment and many 
consumer durable goods, such as radios, television sets, ete. 


FEDERAL REPUBLIC OF GERMANY 


Description of import restrictions 

German import restrictions, other than those maintained for sanitary reasons, 
operate through a system of import licensing which differentiates among imports 
from three broad areas, to each of which a list of license-free commodities is 
applied. List A countries are those of the OEEC area; list B countries are the 
so-called “other soft currency area’; and list C countries are those effecting 
payments in dollars—the so-called dollar area countries. 

A larger number of commodities have consistently appeared in list A than 
in lists B and C. This difference, representing a more liberal licensing treat- 
ment toward imports from OFEC countries than from all other countries includ- 
ing the dollar area, has been termed the discriminatory gap. At the 14th session 
of the GATT in June 1959, Germany undertook a program to liberalize imports 
from all areas in several steps, beginning in July 1959 and continuing on January 
1, 1960, December 31, 1960, and July 1, 1961, with a reexamination of the status 
of the program in July 1962. At the same time Germany identified a list of 
items, primarily textiles, which could not presently be scheduled for liberaliza- 
tion but which would be the subject of continuing consultations looking toward 
specific dates for liberalization. Germany was also authorized by the GATT 
to maintain import controls for 3 years on various agricultural items (market- 
ing law items) subject to domestic agricultural support programs, and was per- 
mitted to restrict imports of neat leather, imitation pearls, and jute fabrics for 
5 years (the so-called hard-core waiver) under progressively expanding quotas. 
The same GATT session authorized de facto liberalization (unlimited global 
import tenders) for certain agricultural items. 

U.S. commodities against which restrictions are effective 

The principal U.S. commodities against which German import restrictions are 
effective are included in the list of marketing law items, which are subject to 
state trading and domestie agricultural support programs. These include fresh 
and frozen meats. lard, dairy products, wheat, rye, barley, oats, corn, grain 
meals, vegetable fats and oils, and fish oils. Outside the marketing laws, but 
subject to continuing restrictions, are vegetable preparation and fruits in small 
containers, apple juice and pear juice, fresh apples and pears, honey, and some 
dairy products. 

The industrial sector, except for about 50 low-cost Asian items—textiles and 
ceramics—is substantially covered by specific schedules for future liberalization. 
Restrictions that are discriminatory against U.S. goods 

The principal discrimination against U.S. goods is found in neat (bovine) 
leather which has been made the subject of a 5-year hard core GATT waiver 
under progressively expanding quotas. This waiver was obtained because of 
fear of the effects of competition from U.S. neat leather. 

A recently imposed temporary duty on coal imports above a certain duty-free 
import quota strongly affects German imports of U.S. coal. This measure was 
taken in the context of rapidly increasing stockpiles of German domestically 
mined coal which posed serious economic and political problems. 


GHANA 
Summary 

Ghana maintains a system of trade controls which in theory discriminates 
against U.S. imports in the sense that licenses are required for most dollar im- 
ports while nondollar imports are freely permitted under onen general license. 
However, in practice licenses are issued as a matter of routine upon application. 
Some dollar imports are decontrolled entirely. 


Description of control system 


Ghana’s trade control legislation is modeled after the United Kingdom’s trade 
control system with specific import licenses being required for dollar purchases. 
The intent of the screening in the past (prior to independence) was to restrict 








less 
ities 
OS 
rom 
any 


ons, 
rts 
s is 
the 
ing 


1an 
“at- 
ud- 
ion 
Tts 
ry 
tus 
of 
Zia- 
ra 
rT 
et- 
er- 


‘or 


a] 


re 
to 
sh 
in 
ut 
1] 
1e 


1d 
n. 





425 


dollar purchases to essential goods not available in soft currency countries. 
Since independence, the system has been maintained because the Government, as 
an economy dependent on cocoa, wished to retain a control system on foreign 
trade “in the event an emergency arose.” 

However, in practice the control system of Ghana has been so liberally ad- 
ministered that there has been no difficulty in importing U.S. products into 
Ghana. There have been no known instances where import licenses for dollar 
goods have been refused within the past 18 months. Asa matter of fact, Ghanian 
oflicials have pointed out that with additional sales efforts purchases of dollar 
goods, including luxury items, could be significantly increased. 


Import restrictions of Ghana 

In July 1959 Ghana announced decontrols on several significant categories of 
goods, by permitting the importation under open general license of motor ve- 
hicles and spare parts, cash registers and parts, tractors and parts, earth mov- 
ing machinery and parts, newsprint, salmon and salmon trout, in addition to 
wheat flour which was previously decontrolled. 


GREECE 


Although more than three-quarters of imports intl Greece are free from 
licensing and exchange controls, Greece restricts imports of both freed and 
licensed items by requiring advance deposits, by denying inbond privileges to a 
number of items, and by application of heavy-consumption taxes. 

Three categories of goods remain subject to licensing controls. The first in- 
cludes textiles, motor vehicles and certain luxury products (fur, gold and silver 
articles, watches and perfumery products). 

The second covers over 50 classes of mechanical equipment considered ade- 
quately manufactured in Greece (including a wide variety of agricultural ma- 
chinery and implements; hoisting equipment; power pumps, electric motors, 
diesel motors, gasoline engines and generators, all up to 20 horsepower; certain 
textile machinery and equipment: electric fans and a variety of other goods). 
For all practicable purposes, products included in this category are prohibited 
since licenses are seldom issued. 

The third category consists of nine commodities which are subject to global 
quotas which are not applicable to countries with which Greece has clearing 
agreements. Under quota controls are tires and tubes, electrical equipment, 
steel sheets, frozen meat, lumber, coal, woodpulp, and newsprint. 

For virtually all items imported by sight draft, a deposit of either 70 or 140 
percent of the cost, insurance, and freight invoice value is required and all such 
items are denied in-bond privileges, precluding partial delivery to importers. 
For textiles the advance deposit was recently increased to 280 percent with a 
simultaneous increase in duty. 

Heavy consumption taxes, in theory applicable to both imports and domestic 
goods but in reality levied on imports alone in absence of domestic production 
also have a restrictive effect. Tires and tubes are taxed at 25 percent, air-con- 
ditioners 45 percent, washing machines 20 percent, cheese 35 percent, cameras 
40 percent, elevators 45 percent, and photographic paper and unexposed film 
25 percent. 

The depressive effect of Greek restrictions on imports is difficult to measure 
except that goods considered adequately manufactured in Greece and subject 
to licensing are prohibited for all practical purposes. Quota controls do not 
appear to have affected U.S. trade in tires and tubes and no complaints have 
heen received about the licensing of vehicles. 

While there is no discrimination specifically directed at U.S. goods, importers 
of U.S. goods are at a disadvantage since duties and taxes are levied on cost, 
insurance, and freight value making transportation costs a heavier factor in 
landed cost than is the ease for eompeting Furonenn goods. Similarly, importers 
of goods requiring advance deposits have higher financing costs when importing 
from the Tinited States hecause of the longer time interval between ordering 
and arrival of goods. 

Net effect of all restrictions is incalculable since total imports into Greece have 
increased every year since 1952 with the result that in 1958 imports of $565 
million were 63 percent above 1952. Imports from the United States have 
fluctuated widely, depending on the level of aid and Public Law 480 shipments, 
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HAITI 


Import licenses are required only for the importation of firearms, ammuni- 
tion, explosives, tobacco, matches, and wheat. 

Foreign and domestic sales and purchases of tobacco and matches are con- 
trolled by the Haitian Regie du Tabac et des Allumettes, the Government tobacco 
and match monopoly. 

Haiti is signatory to the International Wheat Agreement and a license is nec- 
essary for wheat grain or wheat flour imported under the agreement. There are 
no restrictive regulations relative to the importation of wheat or wheat flour out- 
side the agreement. There is also an internal tax imposed upon wheat flour, 
which combined with the import duty on wheat flour makes the importation of 
this item into Haiti prohibitive, not only for U.S. flour but for flour from other 
sources as well. 

None of these restrictions are technically discriminatory against the United 
States as compared with other countries nor are they imposed more severely 
upon U.S. goods than upon imports from third countries. 


INDIA 


While India continues to maintain a tight overall restriction of imports which 
limits foreign purchases largely to capital goods or other commodities satisfying 
a strict criteria of essentiality, it has reduced considerably the disparity which 
formerly favored “soft currency” imports over dollar goods. Until recent years, 
imports of dollar goods were limited essentially to specialized types of zoods and 
equipment not procurable from other sources because of quotas which specified 
the sterling area as the only permissible source of imports of other types of mer- 
chandise. This requirement was enforced because of India’s obligations under 
her sterling bloc participation and because of India’s relatively favorable sterling 
position. 

Now, however, the range of potential dollar imports has been widened con- 
siderably by an enlargement of the number of individual commodities which can 
be imported from either general (dollar area) or sterling sources and by the 
ruling that even where import quotas are shown only for sterling areas, a per- 
centage of the quota may be used for purchase from the dollar area. For ex- 
ample, India now permits importers to use at least 50 percent of the value of 
“soft currency” licenses for imports from the dollar area and also provides that 
importers desiring to utilize a higher proportion of licenses for dollar imports 
may be permitted to do so under certain circumstances. Licenses with a face 
value of less than 5,000 rupees (1 rupee equals US$0.21) can be utilized to the full 
extent for imports from the dollar area. 

With the adoption of this more liberalized treatment of dollar area imports, 
there is only one other remaining major nontariff procedure which in effect dis- 
criminates against U.S. exports. This is the limitation of imports of (completely 
C.K.D.) automobile, bus, and truck units to manufacturers in India (both foreign 
and domestically owned) which have approved plans for progressive manufacture 
of those vehicles in India. No American companies were willing to agree to a 
phased program leading to full-scale manufacture of such vehicles in India. 

It might be noted, also, that with a view to conserving foreign exchange ex- 
penditures on capital goods imports, the Indian Government has been requiring 
for the past 2 years that importers arrange to purchase many categories of capital 
goods through deferred credit arrangements. Since April 1959, the Government 
has imposed this procedure even more strictly and now permits imports of many 
types of capital goods only if covered by long-term credits or by equity invest- 
ments. This requirement is imposed with no intention of discrimination as he- 
tween currency areas but to the extent that American suppliers find it more diffi- 
eult to furnish long-term credit or equity investment than some principal com- 
petitors, it could indirectly limit the scope for U.S. exports to India. 


INDONESIA 


Indonesian regulations do not provide for quotas or discriminaion as to country 
of origin of goods. However, there is some administrative screening of import 
applications with a view to fulfilling tentative bilateral trade agreement com- 
mitments and restricting the overall amount of foreign currencies allocated for 
imports. 

Imports must be paid for by coverage with export certificates, the cost of which 
has been officially maintained at 332 percent of the rupiah’s nominal value (i.e., 
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87.8 rupiah per U.S. dollar). Goods for importation are classified into six prior- 
ity groupings ranging from highly essential to luxury. For each group, an addi- 
tional import surcharge, expressed as a percentage of the c. & f. value of the goods 
(from 0 to 175 percent), is fixed. The classifications are subject to continual 
review and there are frequent transfers of individual goods from one group to 
another. Large advance deposits must be paid by importers at the time import 
applications are submitted. 

Some imports are restricted to Government-controlled companies. For exam- 
ple, rice, textiles, cement, tinplate, raw cotton, cotton and rayon yarns, paper, 
flour, and fertilizers can only be imported by designated compaies which are con- 
trolled by the Government. 

ITALY 


Description of import restrictions 

These vary according to currency area. For the OEEC area and since, June 
9, 1959, for the dollar area, so-called negative lists name the items that are sub- 
ject to quantitative restrictions and individual import license. All items not on 
those lists are free of quantitative restrictions and in the case of the OEEC coun- 
tries require no license. In that of the dollar area, they still require a license 
asa matter of form. Goods on the aforementioned negative lists are licensed on 
an ad hoe basis within quota limitations. The negative dollar-area list of goods 
subject to individual license is very long, including about 45 percent of the Italian 
tariff positions. The OEKEC negative list amounts to a bit more than 1 percent 
of the same. There is a free list of imports from certain nondollar and non- 
OEEC countries with which payments are settled in transferable lire through 
clearing accounts in accordance with multilateral payments agreements. Im- 
ports from other countries are effected, as a rule, on the basis of global compensa- 
tion. 


U.S. commodities against which rstrictions are effective 

The 45 percent of Italian tariff positions (3,006 items or subitems of 6,785) still 
subject to quantitative restrictions, that is, to license on an ad hoe basis include 
almost all agricultural products and foodstuffs, including beverages, and tobacco; 
explosives; unsensitized film; paper and paper products; textiles; products of 
copper, aluminum magnesium, lead and zinc; certain machines and very many 
parts of machines, and other categories of goods of varying export possibility and 
interest with respect to Italy. 

Many of the dollar-area liberalized items have little or no trade significance 
for the United States. Many of the items not liberalized as of June 9, 1959, the 
effective date of the latest and very considerable extension of Italy’s dollar-area 
liberalization, are, however, freely licensed and their inclusion on the negative 
list (of items still de jure subject to quantitative restrictions) is no real barrier 
to the U.S. export trade. Again, many of the items not liberalized have little 
or no importance in real trade, actual or potential, so far as the United States 
is concerned. 

Among the more important U.S. export commodities against which Italian re- 
strictions are effective and are real barriers to our export trade we may men- 
tion, in addition to the many parts of machines for which the license require- 
ment is perhaps more of a nuisance than a barrier, the following as examples: 
Certain plastic materials (condensation, polymerization, and copolymerization 
products), especially regenerated cellulose, cellulose acetate plastics, and vul- 
canized fiber; vulcanized rubber conveyer and drive belts, fiberglass products, 
tinplate (which is not even licensed in Italy from the United States except on 
a temporary basis to be made into cans for good export) ; packaging machines; 
electric dishwashers; houshold refrigerators; power excavators; certain print- 
ing machines; certain looms and other textile machinery; single-head industrial 
sewing machines; adding machines; certain calculators; cash registers (except 
keyboard models with over five totalisators, ete.) ; electric rotary motors and 
converters; vacuum cleaners; radio and TV receivers; fluorescent lamps; elec- 
tric tubes; carbons and graphites for use in electricity (about which complaints 
of refusal to license have been received) ; motors; picture cameras and sound 
reproduction equipment (except 8 mm.) ; motion picture projectors; sound re- 
cording apparatus (except with dises and plastic belts), playbacks, and com- 
bined recording and playback sets; perforated magnetic film and sound pick- 
ps, 

Th addition to the above items, on most of which the United States has obtained 
direct tariff concessions from Italy under the GATT, certain agricultural items 
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of interest, some of them likewise the object of direct Italian GATT concessions 
to the United States, may be mentioned in addition to wheat which is imported 
by the Italian Government Federconsorzio (Farmers Cooperative Conferation)— 
e.g., meat and fish preparations; fats and oils; natural honey; food preparations 
containing cereals, flours and meals (including infant foods) or containing vege. 
tables; beverages, including all alcoholic beverages; pharmaceutical products. 


Restrictions that are discriminatory against U.S. goods 


Discrimination against United States and other dollar goods is obvious and its 
measure indicated by the fact that the dollar negative list comprises about 45 
percent of the Italian separate tariff (statistical) classifications or 3,006 of the 
6,785 positions, while the OEEC negative list includes only slightly over 1 per- 
cent of the same or 71 items or subitems of the 5,237 old tariff positions in which 
that OEEC list is stated. We have mentioned under the preceding heading, 
some of the important U.S. products affected by this discrimination. 
Automobiles may be added to this list (the present licensing quota for U.S. cars 
amounting to $1.6 million). It is doubtful that many more American cars 
could be sold in Italy at the present time, in view of high tariffs, taxes, opera- 
tion and maintenance costs. However, at such time as smaller American cars 
are produced in number, the present restriction, if maintained, could well bea 
real barrier of considerable importance. 


JAPAN 


The Japanese Government has utilized its exchange and import licensing 
controls to accord priority for the importation of foodstuffs, raw materials and 
machinery for essential industries and to minimize or completely prohibit the 
importation of other types of goods. In recent years decided progress has been 
made in reducing discrimination against dollar area goods and in liberalizing 
payments. 

The most important features of the Japanese restrictive system are licensing 
requirements for all commercial imports, mandatory surrender of all exchange 
earnings, and the allocation of foreign exchange for imports under semiannual 
foreign exchange budgets. Although Japan has moved away from. bilateral 
open-account trade and payments arrangements (only those with the Republic 
of China, Republic of Korea and Greece are currently in effect) these agree- 
ments which in 1955 numbered 25, have been, in varying degrees, discriminatory 
toward the United States. In addition to these open-account agreements, Japan 
has concluded approximately 30 bilateral trade and financial arrangements many 
of which have not been made public. There has been a tendency to favor coun- 
tries with whom agreements were in effect in granting licenses for imports of 
certain products in order to fulfill the terms of the agreement even if the same 
or similar commodities were available at lower prices from the dollar area. 

Allocations for imports under the exchange budgets come under two broad 
systems of licensing—the Automatic Approval (AA) system and the Fund Allo- 
eation (FA) system. 

Under the AA system licenses for listed commodities from specified areas 
are issued freely upon application at any time so long as the total amount 
appropriated for the system in the exchange budget has not been exhausted. 
While the discrimination by currency area on imports under the AA system 
has been progressively reduced there were in the most recent exchange budget 
(April—September 1959) 10 commodities which still could not be imported under 
this system from the dollar area. Of these the following are of considerable 
importance to U.S. trade: (1) Cowhides, (2) beef tallow, (3) lard, (4) soy- 
beans, (5) copper scrap, (6) steel scrap, and (7) pig iron. Most of these com- 
modities are licensed for import from the dollar area under the FA system, de 
scribed in the next paragraph, whereby individual licenses are issued. In most 
instances the United States is Japan’s major supplier. 

Under the FA system quantitative limits for specific commodities are set it 
the semiannual foreign exchange budgets against which individual import li- 
censes are issued. With few exceptions, where consideration is given to trade 
commitments, imports under the FA system are now on a global hasis and are 
nondiscriminatory. The FA system has been liberalized to the point where 4l- 
most 95 percent of the total budget under this system is on a global licensing 
hasis. 

Although a large portion of Japan’s exchange allocations are made on a global 
basis this is not true with regard to many consumed goods and certain types 
of machinery and equipment. The issuance of import licenses, especially for the 





sSions 
ported 
on )— 
itions 
vege- 
cts. 


nd its 
rut 45 
f the 
1 per- 
which 
ading, 
ation. 
. Cars 
| cars 
ypera- 
1 cars 
1 bea 


nsing 
Is and 
it the 
s been 
lizing 


onsing 
hange 
nnual 
ateral 
public 
agree- 
1atory 
Japan 
nany 
coun- 
rts of 
. same 
a. 
broad 
1 Allo- 


areas 
mount 
usted. 
system 
budget 
under 
erable 
) soy- 
e com- 
‘m, de- 
n most 


set in 
ort li- 
. trade 
nd are 
ere al- 
ensing 


global 


) types 
for the 





429 


dollar area, and the United States in particular, for items considered “non- 
essential” or for which there is adequate domestic production are held to a 
minimum. It appears that such licenses that are issued serve to fulfill com- 
mitments under formal bilateral agreements and more recently under special 
deals worked out with a number of countries. Among the commodities subject 
to such restrictions which are important to U.S. trade are: Automobiles, industrial 
and household type sewing machines, band instruments, office equipment, tele- 
vision Sets, air conditioners, refrigerators, whiskey, fountain pens and mechanical 
pencils, fresh blue fin and big eye tuna, shrimp, and salted salmon eggs. 

In spite of these restrictions Japan as in 1959, as in 1957, our second best cus- 
tomer after Canada, taking U.S. exports valued at $438 million in the first half of 
1959. 

FEDERATION OF MALAYA 


The Federation of Malaya has greatly liberalized its import licensing system 
this year. The most recent step removes restrictions on the direct import of all 
goods from the dollar area effective August 1. (This move followed initial 
liberalization action effective January 1.) 

In addition to removing restrictions on direct imports, the Federation’s latest 
action also dropped the requirement of special licenses for imports from the 
dollar area, thus placing imports from the dollar area on the same basis as 
imports from Western Europe (that is, most goods may now be imported under 
open general license). Dollar exchange is now freely obtainable by Malayan 
importers for all goods from the United States. 

With the most recent changes the Federation of Malaya has wiped out all 
but a residue of discrimination. Specific licenses are still required for motor 
vehicles, radio receiving sets, and watches from nonsterling areas whereas 
they are admitted under open general license from the sterling area. The pre- 
sumption, however, is that imports of these three items from nonsterling sources 
(including the United States) will be freely licensed, since this was the treat- 
ment which has been accorded such imports from Western Europe. 


NETHERLANDS 


The Netherlands requires import licenses for only approximately 120 products 
out of several thousand tariff items. This requirement is applicable to all coun- 
tries, including the United States. Most of these products are subject to 
Netherlands or Benelux global quotas. Import licenses, where still required, 
are usually granted liberally. The European Division has received no com 
plaints from U.S. exporters that either the licensing system or the quotus have 
imited their trade with the Netherlands. It is possible that quotas may be 
expanded to permit additional imports from the United States and other coun- 
tries. Both the import licensing system and the quotas appear sufficient to ac- 
commodate U.S. exporters. 

The commodities subject to the above licensing requirements include certain 
animals, poultry, meats, eggs, dairy products, rice. margarine, fresh fruits and 
vegetables, conl and coke, women’s stockings, crude petroleum and petroleum 
products, a few chemicals, nitrogenous fertilizer, penicillin, soap, nuclear prod- 
ucts, sheet glass and glassware, bolts, nails, and screws of iron or steel, and 
automobiles and chassis. Crude petroleum, petroleum products, and women’s 
stockings are among the principal products subject to import licensing require- 
ments but not subject to quotas. 

These restrictions do not discriminate against U.S. goods. 


NEW ZEALAND 


Practically all imports into New Zealand require import licenses obtained by 
importers in advance of shipment. The 1959 Import Licensing Schedule re- 
leased in October 1958, although providing for a substantial reduction in total 
imports from 1958 levels, liberalized the licensing of dollar goods mainly through 
the establishment of global quotas. Only 59 items out of a schedule of 1,050 
items do not necessarily receive the same licensing treatment when they come 
from dollar countries or nondollar sources. These items, however, covered from 
25 to 3314 percent of U.S. exports to New Zealand in calendar years 1956 through 
1958, 

Most imports from dollar sources receive nondiscriminatory licensing treat- 
ment. Licenses are granted in accordance with established percentage global 
quotas for specified items or on an individual merit basis with no regard to the 
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country of origin. The principal items from the United States remaining sub- 
ject to possible discrimination licensing treatment are: motor vehicles and parts; 
tractors, engines, and parts; sewing machines; artificers’ tools; tire cord fab- 
rics; most textile piece goods; timber, plywood; plastic materials ; and synthetic 
rubber.’ 


NICARAGUA 


For all practical purposes, Nicaragua’s non-tariff barriers to imports are limited 
to the import licensing system which is an adjunct of the country’s exchange con- 
trol regulations. However, under this system, licenses are granted for any and 
all products provided importers meet deposit requirements. Quantitative quotas 
do not exist, and there is uo discrimination as to country or origin. 

Briefly, Nicaragua classifies imports into three categories or lists: List 1, so- 
called essentials; list 2, lesser essential ; and list 3, items considered nonessential. 
There is no deposit requirement for items in list 1. But, for list 2 and 3, im- 
porters in order to obtain necessary exchange authorizations, or import licenses, 
must deposit in a Nicaragua bank 100 percent of the c.i.f. value of the proposed 
import. In the case of list 2 goods, licenses are issued within 48 hours of mak- 
ing the deposit; for list 3 item, licenses are issued 30 days after deposit is made. 

This particular system, in effect since mid-1955, has undergone several major 
revisions, all aimed at further checking imports to conserve foreign exchange. 
Yet, the level of Nicaragua’s imports over this period has not been materially 
affected, though a higher level of imports possibly would have been achieved if 
such restrictions had not been in force. Doubtless, the requirement of a 100 
percent deposit for items in lists 2 and 3, and the 30-day license-wait for the 
latter, tend to impede imports of affected items. However, lack of time and 
peculiarities of Nicaraguan statistical practices make impossible a determina- 
tion of the percent of total imports represented by each of the three lists. 

Nicaragua’s imports in 1955 amounted to $69.6 million; inched down to $68.8 
million in 1956 (a year in which various adverse factors prevailed); rose to 
$80.9 million in 1957; and slipped to $77.9 million in 1958. The year 1958 was one 
of slower business activity in Nicaragua due to various factors including declining 
prices for coffee and cotton, its major exports. Whether the decline in imports 
was due to tightening of licensing requirements,‘ or to reduced business activity 
is problematical. Quite likely both had a bearing, but we incline to the opinion 
that the business decline was mainly responsible. 

Nicaraguan imports from the United States have declined from $45.4 million in 
1955 (65.2 percent of total) to $42.8 million in 1958 (54.9 percent of total). This 
fall is due not to the effects of the country’s licensing system, since discrimination 
by country of origin does not exist, but reflects the post World War II return 
to a more normal trade pattern. 

In short, Nicaragua’s licensing system undoubtedly impedes the importation of 
items from the United States (and elsewhere), although import licenses are freely 
granted so long as importers meet deposit requirements. The extent to which 
U.S. exports are affected is very difficult to assess. However, this division has 
received no complaints from U.S. exporters on this point for some years. 


NORWAY 


On January 1, 1959, Norway established a list of goods subject to import li- 
cense to replace the OEEC and dollar import free lists in use prior to this time. 
At the same time the license list was made the same for both OEFEC and dollar 
commodities. This action followed the introduction of limited convertibility on 
December 29, 1958. On July 1, 1959, the Norwegian Government removed ad- 





*The complete removal of discriminatory licensing treatment for all dollar imports 
would most likely increase New Zealand imports of the above-mentioned goods from the 
United States. Substantial imports of U.S. motor vehicles, tractors. timber, and artificers’ 
tools have continued for years despite discriminatory restrictive licensing treatment be- 
cause of the need for such essential products and the relative inability to obtain these 
products in the types and quality desired from other sources. U.S. exports of the newer 
products, i.e., tire cord fabric, plywood, plastic materials, and synthetic rubber. for which 
new sources of supply are being found in the nondollar area, are seriously affected by the 
discriminatory licensing treatment accorded these items. These products are generally 
subject to low rates of duty with little or no margin of preference. The elimination of 
discriminatory licensing treatment for these commodities coming from the United States 
would provide equal opportunities for the sale of such goods in New Zealand and probably 
increase the U.S. exports of these goods to New Zealand. 

‘Imposition of 30-day wait for list 3 licenses, November 1957, and raising of deposit for 
list 2 items from former 50 percent to 100 percent, May 1958. 
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ditional commodities from license control. By this action 91.7 percent (based 
on 1953 private trade) of Norway’s imports from the dollar area was liberalized. 

Even though a varied list of products are still subject to import license the 
operation of the import control system has been rather liberal during the recent 
period. The limiting effects on U.S. commodities has been chiefly in the field 
of consumer goods. One of the more outstanding U.S. export commodities seri- 
ously affected by the import restriction is passenger automobiles. Although 
import quotas have been established for passenger automobiles of Western 
European origin no participation has been granted U.S. vehicles. A limited 
number of passenger automobiles have been permitted entry under a small sep- 
arate global taxicab quota. 

PAKISTAN 


All imports into Pakistan are under individual license and are rigidly con- 
trolled. In fixing the import policy for each licensing period (January-June 
and July-December), the foreign exchange available, both earned and from aid 
sources, is estimated and import licenses are issued on the basis of this estimate. 
Since the military takeover in October 1958, the Government has followed a 
policy of restricting the importation of nonessentials and has stressed the im- 
portation of raw materials, spare parts, and other commodities considered es- 
sential for the development of the country. So-called luxury goods have been 
largely excluded from the importable list. 

Import licenses are normally valid for imports from any country in the world. 
From time to time, however, portions of the quotas established for some com- 
modities have been reserved for single-country licensing under bilateral trade 
agreements, agricultural commodity agreements with the United States, or cer- 
tain third-country transactions financed by U.S. economic aid. 

One measure which involves some discrimination against goods from the 
United States, however, is the standardization of the makes of automobiles 
which may be imported into Pakistan and a ban on imports of automobiles 
with a cost and freight value of over 5,500 rupees ($1,155). 


PERU 


The only nontariff restriction imposed by Peru is a quota limitation on im- 
ports of automobiles. This quota is applied on a nondiscriminatory basis and is 
applied for balance-of-payments reasons. The quota is based on imports of au- 
tomobiles into Peru in 1953; for the year 1959 the quota amounts to 4,500 
vehicles. 

Apart from the automobile quota, the only other restrictions are the import 
duties, sanitary requirements, and the usual documentation and consular fees. 


FEDERATION OF RHODESIA AND NYASALAND 
Summary 
The Federation, a self-governing colony within the British Commonwealth, 
has maintained a system of import controls designed to restrict the level of im- 
ports from the dollar area. Although some dollar trade liberalization has oc- 
curred, decontrol measures to date have been much less extensive than those in- 
troduced by the United Kingdom and Dependent Overseas Territories e.g. Ni- 
geria. This in spite of the fact that the Federation has traditionally had a fa- 
vorable balance of trade with the United States. Asa result the United States 
has operated under a serious handicap in maintaining its position in this market. 
Nevertheless the United States ranked third as a source of supply to the Fed- 
eration in 1957. Of total Federation imports of $497 million the United States 
supplied $29 million being preceded only by the United Kingdom ($183 million) 
and the Union of South Africa ($152 million). Of total Federation exports in 
1957 of $437 million the United States took $44 million, here also being third 
preceded only by the United Kingdom ($206 million) and the Union of South 
Africa ($47 million). 


Method of restriction 

The Federation, as a member of the sterling area, continues to pursue an im- 
port control policy designed to restrict imports from the dollar area to those 
items considered to be essential to the economy and to those not readily avail- 
able from soft currency areas. This it has accomplished by requiring that cer- 
tain goods when imported from the United States have a specific import license. 
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These certain goods are included in a restricted list which contains over 100 
tariff items. Special import licenses are not ordinarily issued for these items 
and thus the restricted list is used in effect as a prohibited list. The Federation 
has allocated dollar quotas for several items on the restricted list. These are: 
wheat, piece goods for clothing manufacturers, commercial and passenger motor 
vehicles, and stoves, washing machines, and refrigerators. 

Goods from the United States which are not contained in the restricted list 
may be imported into the federation without restriction under an open general 
license. There are not separate provisions for foreign exchange licensing and 
the issuance of an import license either special or open general assures the U.S, 
exporter that dollar exchange will be made available to consummate the trans- 
action. 

All imports from the sterling countries are freely permitted without licensing 
restrictions or requirements, as are imports from the OEEC countries. Goods 
imported from non-OEKC, GATT countries require an individual license, but this 
is usually issued as a formality. 

The United States therefore may compete on an equal footing for the market 
in the federation for those goods which are not on the restricted list, but is com- 
pletely excluded from the market for those items which are included thereon. 
Exports against which restrictions are effective 

It is not possible to characterize so extensive a restricted list briefly. This 
list contains many food items, such as cheese, jams, and macaroni; products of 
secondary industry such as bags and sacks, hats, and clothing; and many, many 
others. These items do all have one trait in common, they are readily available 
from the sterling and nondollar areas. 

Among those goods included in the restricted list which have the greatest po- 
tential for U.S. export trade are: outer garments; cotton piece goods; hosiery; 
other clothing: electrical machinery and applinnces, not industrial; office ma- 
chines ; radiogramophounes and the like; and bottled and tinned fruit. 


SWEDEN 


Sweden maintains import license control over certain agricultural, fishery, and 
a very small number of industrial products. In general, the Swedish Govern- 
ment licenses freely commodities still subject to import licenses so that the 
system has little or no limiting effect on U.S. exports to Sweden. 

There are a limited number of commodities, chiefly in the field of agriculture 
and fisheries, which are subject to import license from the dollar area only. This 
technical discrimination has no true limiting effect on trade. 


rPURKEY 


Turkey's import system, established after institution of an economic stabiliza- 
tion program in August 1958, established quarterly global import quotas for 
essential equipment and supplies. Goods not on the quota lists cannot be im- 
ported and are in the category of prohibited goods though more and more prod- 
ucts are being included on the quota lists. Prohibited goods include goods 
available in Turkey ; consumer goods and semiluxury products such as refrigera- 
tors, and luxury products such as larger automobiles, Also in the prohibited 
class are products under state monopoly such as aleoholie and tobacco products. 

Distribution of quotas is done without any evident discrimination with the 
exception that priority treatment is accorded applications for import quotas 
from clearing agreement countries (mainly Soviet bloe) with which Turkey 
holds large balances. Amounts of quota are dictated by available exchange. 

In the past 4 months a wide variety of parts, raw materials, and equipment 
have been freed from quota control and can be imported merely by applying 
for exchange. 

UNION OF SOUTIT AFRICA 
Summary 

The Union of South Africa maintains a system of import controls which, 
thongh nondiscriminatory, restricts the total global level of imports from all 
countries. For some goods (such as automobiles and non-durable consumer 
goods) restrictions tend to have a more adverse impact on imports from the 
United States than from other countries. However on balance, Union import 
controls have tended to become less serious as a trade impediment in the sense 
that (a) controls apply equally to all countries, (b) the South African Govern- 
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ment’s policy has been to liberalize controls and to permit a higher level of 
global imports as their global balance of payments positions improved. (None- 
theless as a matter of policy, as trade controls have been liberalized, emphasis 
has been placed increasingly on protective tariffs). 


Import control system 

1. Most imports are subject to license from all countries. Exceptions are a 
small group of commodities or manufactures in short supply (the so-called 
“Free List’) and other goods of minor importance such as gifts under £5 in 
value and commercial samples. 

2. Licenses are granted either on an automatic quota basis or on a basis of 
“reasonable requirement” us indicated by the importer’s application, 

(a) The quota system applies mainly to consumer goods which in turn are 
divided into two groups “A” and “B.” The A groups are the more “essential” 
consumer items and quotas (i.e., exchange allocation to importers calculated on 
a percentage of their past trade in a base period) are higher than for group B 
goods. Within the “B” category are certain goods for which no licenses are 
issued, as a matter of policy. Such goods traditionally have included periodical 
magazines of the “pulp” variety, i.e., comic books, detective, science fiction, ete. ; 
jukeboxes and pin tables. At the end of 1958, because of “excessive” imports 
of luxury motor cars, the Union prohibited cars exceeding £800 f.0.b. in cost. 
This action does not specify countries of origin but in practice hits the United 
States harder than other countries. 

(b) “Reasonable requirements” licenses : 

Such licenses apply to imports of most capital goods and industrial raw 
materials. For such goods, individual applications are made by importers and 
the Government-stated policy has been to approve applications on a basis of 
meeting “importers reasonable requirements to maintain stocks for current sales 
and/or consumption.’ No distinction is made between country of importation in 
granting applications. 

The criteria of “reasonable requirements” seems to have been liberally inter- 
preted by Government authorities and there has been no evidence that U.S. 
trade has been more adversely affected than that of other countries. 


, 


UNITED KINGDOM 


I. Balance of payments restrictions 

The United Kingdom’s recent dollar liberalization move on June 8 represented 
another substantial step in the implementation of a longstanding United King- 
dom policy to remove quantitative restrictions on its dollar trade and to reduce 
discrimination against dollar goods as the dollar balance-of-payments situation 
permits. The latest measures fulfill the undertaking of the British Government 
at the Montreal Commonwealth and Economic Conference last September to 
make a start in 1959 with the removal of import controls on as wide a range 
of dollar consumer goods and foodstuffs as possible. 

At the time of the Montreal announcement in September 1958, virtually all 
raw materials, machinery, and basic foodstuffs had been freed of control and 
the dollar liberalization percentage stood at 73. (Based on the OEEC formula 
using 1953 as the base year.) The further relaxations in June this year brought 
this figure to over 90 percent, according to British Government estimates, al- 
though it probably is not that high. (The comparable percentage for OKEC 
countries is 94.) 

The most important fact about the step taken by Britain to free its dollar 
import trade is that it eliminated a substantial area of discrimination in the 
operation of its controls against goods originating in dollar countries. This 
was accomplished in several ways. Restrictions on a wide range of dollar con- 
sumer goods and foodstuffs which were already free on importation from 
Western Europe, were removed and controls on a few items which had required 
licenses both from the dollar and Western Europe areas were lifted. Global 
quotas which were open only to imports from Western Europe and certain other 
nondollar countries were extended to dollar area imports (and increased for 
the purpose), and the dollar quotas on automobiles and most types of fruit were 
increased. 

As a result of the slackening of British import controls, a number of U.S.- 
made commodities are no longer subject to limited shipments under the British 
token import plan. 
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Token plan arrangements, which have been in effect since 1946, have enabled 
eligible U.S. firms to export to the United Kingdom token shipments of specified 
goods whose import from dollar sources was otherwise generally prohibited 
by the British Government. Many commodities covered by BTIP were among 
those affected by the British liberalization. Those which were freed from British 
import controJs on June 8 were simultaneously deleted from the token plan list. 

U.S. exporters of such items as canned soups and vegetables, sugar confec- 
tionery, shoes and other leather products, wood manufactures, domestic glass- 
ware, paints, toilet preparations, rubber products, and sporting weapons and 
ammunition are no longer required to apply to the Bureau of Foreign Com- 
merce for BTIP quota shares before making shipment to the United Kingdom. 

The token plan will however continue to apply through the rest of 1959, to 
commodities which next year become part of the so-called British global quota 
system. In this category are hosiery, sports equipment, toys and games, sta- 
tionery and office supplies, cutlery, costume jewelry, and paper products. It 
will also continue to apply to other products not affected by the liberalization 
measures. These include certain textiles and apparel, pharmaceuticals, certain 
photographic apparatus, ete. 

Dollar items still subject to discriminatory controls.—The items remaining on 
the United Kingdom’s dollar negative list are the ones which still require in- 
dividual licenses if imported from the dollar area (as opposed to WE, for 
instance). This means that applications for licenses are filed with the Board 
of Trade and licenses are granted on the merits of the individual case. 

A measure of the surviving discriminations against dollar goods is revealed 
in the dollar negative list which covers a number of goods which have been 
traditionally important in the United States-United Kingdom trade and which, 
on the basis of representations from U.S. industry, remain potentially important. 
These include fresh fish; meats; certain fresh fruits; textiles; photographic 
and projection equipment, including cameras and films; a number of machinery 
items (air and gas compressors and exhausters; dredging equipment: gas and 
chemical plant: lifting, hauling, and transporting machinery: pumps: refrig- 
erators and refrigerating machinery; welding machinery); valves and tubes: 
X-ray apparatus. Some of these items are being imported in fairly substantial 
quantities in spite of licensing restrictions, however, permission to import being 
granted usually where the items are not alternatively available from domestic 
sources. Licensing controls continue to be maintained on some of our principal 
traditional exports to the United Kingdom market, such as cotton, tobacco, air- 
craft, petroleum products, ete., but trade in these goods continue at a high level 
regardless of licensing requirements. A special kind of discrimination affects 
the U.S. share of the United Kingdom market in tobacco, however, and this is 
discussed below under part IT. 


II. Other restrictions discrimiating against U.S. exports 


1. Mixing regulations on tobacco.—Tobacco imports from the dollar area are 
liimted by a Board of Trade directive to manufacturers to limit their use of dollar 
tobaccos to 61 percent of their combined usings of light and oriental tobaccos. 
This is in supplement to a purchase agreement between British manufacturers 
and Rhodesian tobacco growers, under Board of Trade sponsorship, in effect with 
modifications since 1948, whereby British manufacturers guarantee to purchase 
a minimum quantity of Rhodesian tobacco annually (90 m. pounds, for 1959). 

These measures discriminate against the U.S. tobacco trade since they have 
had the effect of raising the percentage of leaf tobacco of Commonwealth origin 
used by British manufacturers to the point where the proportion of the market 
now held by the Commonwealth and the United States respectively, is about 
50-50, whereas in the prewar period the Commonwealth share was about 21 
percent, contrasted to the U.S. share of 77.5 percent. 

2. Seasonal restrictions on U.S. grapefruit—Imports of fresh grapefruit 
under quota from the dollar area are only permitted importation during the 
period April 1—September 30. This limitation effectively precludes imports of 
Florida and Texas grapefruit. The United Kingdom’s intention in setting up 
the quota on a seasonal basis was to protect the British West Indies citrus in- 
dustry by providing it with an assured market in the United Kingdom, but in 
practice, Tsrael has been the chief beneficiary of the seasonal restriction, thus 
defeating the British Government’s avowed purpose of assisting the British West 
Indies industry. 
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URUGUAY 


Imports into Uruguay are largely controlled through the process of foreign 
exchange licensing. However, it should be understood that the greatest obstacle 
facing U.S. exports to this country is the lack of dollars. The serious shortage 
of dollars reached such a point in 1957 that the Government was obliged to issue 
a decree on November 28 of that year greatly intensifying import restrictions. 
More recently, however, by decree of June 30, 1959, a new policy was initiated 
which shifted a large number of imports from the controlled financial market 
into the free exchange market, despite the continued serious shortage of 
exchange. 

Basic import controls are somewhat complex. Imports are classified according 
to essentiality into first category goods which enter under the controlled- 
market rate (peso 2.10=$1.00), following approval by the Export-Import Control 
Board: and second and third category goods, subject to prior permits issued 
on the basis of exchange quotas established by the Export-Import Control 
Board. The free-commercial market rate (peso 4.11=$1.00), is applicable to 
goods in the second and third categories plus a surcharge. 

The basic rate of exchange is 1.519 pesos to the dollar, a rate which is allow- 
able for only several items, including imports of newsprint, matrices, and print- 
ing inks. The recently accentuated lack of foreign exchange, however, has led 
to inability of importers to obtain exchange at this rate, with the consequent 
severe shortage of newsprint. 

Under the import regulations of Uruguay, exchange is issued according to its 
availability and, on this basis, the countries of origin and the currencies in- 
volved have been divided into two groups, A and B. For imports from group A 
countries, exchange may be obtained from the Banco de la Republica only if 
the country of origin involved is one of a group including Soviet bloe States, 
Brazil, France, Israel, Italy, Spain, Switzerland, and Yugoslavia and if the 
curreney involved is either agreement dollars, external pounds sterling, or 
payments agreement Swiss francs. 

For imports from group B countries appropriate exchange may be obtained 
from the Banco de la Republica 180 days after shipment. Group B countries in- 
clude the United States and others not listed under group A. Switch operations 
involving these two country groupings are allowed, provided approval is obtained 
from the exchange authorities of the group A country, the exchange of which 
is being used. 

Among essential items included in the first category which can be imported 
at the 2.10 rate might be mentioned fuel (except gasoline), some essential food- 
stuffs, a few raw materials, drugs, antibiotics, pharmaceuticals, seeds, products 
to combat agricultural and animal disease, materials for the press, tools, 
machinery and articles required by agriculture and the livestock industry. 

As a result of the Government’s action of June 30, 1959, noted above, importers 
are now in a position to increase imports from the United States, although such 
importers will be obliged to purchase scarce foreign exchange on the free mar- 
ket exchange which currently is costing between 10.50 and 11.00 pesos to the 
dollar. Consequently, selling prices in Uruguay for imported articles will be 
substantially increased. 

Uruguayan imports from the United States in 1938 totaled $5 million, in 1948- 
50 averaged $40 million annually and reached a peak of $83 million in 1951. 
They ranged between $43 million in 1952 and $49 million in 1957, and dropped to 
$22 million in 1958. During the first half of 1959 U.S. exports to Uruguay 
amounted to $12 million. 

Despite the sharp drop of exports to Uruguay from the United States re- 
cently, no specific complaints from American exporters as to discrimination have 
been received. Likewise no complaints regarding the treatment of any partic- 
ular commodities included as GATT concessions have been noted. 


PROGRESS IN LIFTING IMPORT RESTRICTIONS AGAINST U.S. GOODS 


_ Mr. Horan. Can you also tell us of any progress you are making 
in this field? 

Mr, Kearns. Yes, sir. We can give the month-by-month prog- 
ress. We do that for ourselves and can supply it to you. 
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(The information requested was supplied as follows:) 


‘ 


Considerable progress in the lifting of import restrictions against U.S. goods 
has been made since August. A month-by-month summary of foreign government 
actions is given below. 

AvuGusT 1959 


SUMMARY 


In August, the pattern of foreign government actions affecting liberalization or 
restriction of trade was maintained as the British Commonwealth and OEEC 
countries continued to eliminate nontariff impediments while Latin American 
countries tended to maintain restrictions, though not discriminating against 
the United States. 

British Commonwealth 

The United Kingdom, on August 13, freed from licensing controls the import 
of butter from the dollar area, This move was in line with the British Gov- 
ernment’s stated objective of removing discriminatory import restrictions on 
dollar consumer goods and foodstuffs whenever possible. Import of butter from 
Western Europe and other nondollar suppliers was freed of import controls 
several vears ago. 

The freeing of butter was hastened by a decline in United Kingdom production 
as a result of dry weather and poor pasture conditions. Imports of other dollar 
dairy products were freed in June of this year. 

On September 1, the territories of Papua and New Guinea, administered by 
Australia, abolished licensing restrictions on all imports. The relaxation was 
made possible by an improvement in the Australian Commonwealth’s balance 
of payments. Removal of the restrictions makes possible an increase of imports 
of such U.S. products as machinery and equipment, motor vehicles, and electrical 
appliances. Before relaxation, U.S. exports were largely twist tobaeco and 
machinery not available from nondollar sources. 

This move follows the Australian liberalization of August 1 which authorized 
an increase in total Australian imports while reducing the scope of discrimina- 
tion against dollar goods. Discrimination remains on items which represent only 
about 10 percent of Australia’s total import trade. 

The Federation of Rhodesia and Nyasaland has placed the following goods on 
open general license: Pickles, sauces, and other condiments; bagging and sack- 
ing in the piece: carpets, rugs, and mats: lace and embroidery ; bicycles, tricycles, 
and motorcycles; and perambulators and baby earts. 

These articles tay now be imported freely. Global quotas of $28,000 for ladies’ 
stockings and $84,000 for stoves, washing machines, and refrigerators have also 
been established. 

Many other areas of the British Commonwealth continue to follow the lead 
of the United Kingdom in relaxing discriminatory controls on dollar imports. 
Among these are most of the British West Indies (including Jamaica, Trinidad, 
Tobago, Antigua, Grenada, Monserrat, Barbados, St. Lucia) and the African 
areas of Sierra Leone, Kenya, Tanganyika, and Uganda. 

Europe 

Turkey, in its third global import list, issued on August 8, has removed from 
quota control an additional 110 groups of items, mostly raw materials for the 
chemical and drug industry. Demand for these goods was officially estimated 
at $25 million. 

The newly freed items, together with those freed from quota controls in the 
second global list issued in mid-May (raw materials, machinery, spare parts) 
make a total of 270 groups of items now liberalized for import from the dollar 
area. 

Spain, in line with obligations undertaken when it became a member of 
OEEC, announced on August 7 its first nondiscriminatory global import quotas 
to a total amount of $75 million. <A second global quota list is to be published 
about November 1. 

On August 12, Finland added unroasted and roasted coffee from the dollar area 
to the list of imports freed from quantitative restrictions in April. 


Latin America 


Cuba has announced, effective August 27, that all foreign exchange operations 
in connection with payment of merchandise imports under documentary collec- 
tion, open account, or letter of credit must have prior approval of the Cuban 
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Monetary Stabilization Fund. The new regulation places virtually all Cuban 
imports under control. Formerly, banks were permitted to remit payment 
covering bona fide international commercial transactions without fund approval 
except for imports of certain commodities. 

Paraguay on August 1 established an additional 5 percent “exchange sur- 
charge” which will be levied on the landed cost of all imports except petroleum 
products and imports from neighboring countries. Exemptions are also granted 
to diplomatic and consular corps, international agency missions, and official 
agencies of the Paraguayan Government. 

Mexico has added several items to a list of goods requiring a prior import 
permit. They include butane and propane gases; machinery belts; pneumatic 
hammer pistons; and pins for automotive pistons and steering and suspension 
systems. 

Argentina has abolished the 40 percent surcharge on imported industrial 
machinery and motors, except for some types which are manufactured locally. 
North Africa 

Tunisia, through an order dated August 18, 1959, has prohibited import of all 
rawhides and skins (other than fur skins) ; leather, including tanned and worked 
hides; and leather scrap and waste. This measure follows last year’s prohibi- 
tion on imports of shoes and other footwear, and is designed for the promotion 
and expansion of Tunisian tanneries and shoe manufacturing industries. 


SEPTEMBER 1959 
SUMMARY 


In September, foreign government actions on nontariff restrictions maintained 
the pattern established in the past year. While the British Commonwealth and 
OFEC countries continued liberalizing dollar trade, trends in other areas of the 
world were mixed. 

Europe: On September 26, France brought its level of dollar trade liberaliza- 
tion up to about 80 percent (based on 1953 trade) by freeing from quota a variety 
of additional products. 

British Commonwealth: On September 11, the Federation of Rhodesia and 
Nyasaland announced further liberalization. The products freed appear promis- 
ing to U.S. trade possibilities. 

Asa result of recent liberalization moves, the British West Indies token import 
plan is no longer required and will be terminated January 1, 1960. 

Far Fast: Japan has announced an increase of $387 million in its import budget 
for the 6-month period beginning October 1, 1959. Also the Government has 
placed 152 new items on “automatie approval.” 

Ceylon has relaxed restrictions on imports of goods from the dollar area. But 
Thailand has increased the number of goods under import control. 

Near East: Iraq has transferred 11 items from the limited import allocations 
category to the unlimited allocations category. Aden now permits the import 
from the United States of self-contained air conditioners of up to 2 horsepower. 

Latin America: Trends in Latin America were mixed, Cuba has placed a sur- 
charge on the import of luxury items, Guatemala now prohibits the import from 
any source of soft wheat and soft wheat flour, and the Dominican Republic has 
placed some heavy machinery and equipment under import control. 

On the other hand, Paraguay and Ecuador have reduced the amounts required 
for prior deposits on imports, Peru has abolished the import quota on automo- 
biles, and Uruguay has removed farm equipment from import control. 


APPENDIX 
Europe 

France, on September 26, continued the liberalization of dollar imports by 
freeing from quantity limitations a wide variety of additional products. In- 
cluded are: Certain prunes, dried apricots, passenger automobiles of a cylinder 
capacity of 3,000 cubie centimeters or over, outboard motors, carbon black (tunnel 
process), monosodium glutamate, terramycin, sensitized plates and film, rolling 
mills, electric junction boxes, some cinematographic films, products of polymeriza- 
tion of stvrene without added material and polymerized chloroacetate. 

In addition, the Government has announced that quantitative restrictions will 
be removed January 1, 1960, on edible offals, medicines and vaccines for human 
and veterinary use, and synthetic rubber. 
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This latest move brings the level of dollar trade liberalization up to about 89 
percent, based on 1953 private trade. 


British Commonwealth 


The Federation of Rhodesia and Nyasaland announced on September 11 a fur. 
ther liberalization of dollar imports. Among the newly decontrolled items are 
aircraft, refrigerators, stoves, heating appliances, washing machines, firearms, 
hardware, lamps, playing cards, hairclippers and scissors, guilts, cocoa and 
drinking chocolate, carbon and blotting paper, and military band instruments, 
In addition, the quota, established in August, of $28,000 for ladies’ silk and nylon 
stockings has been increased to $56,000. 

The newly decontrolled items are significant in that American trade possibil- 
ities appear to be promising, even with a comparatively high rate of duty in some 
cases. 

In September, it was announced that the British West Indies token import plan 
will be terminated January 1, 1960. The plan, under which a number of imports 
from the United States and Canada have been admitted on a token basis to the 

sritish West Indies as well as the Bahamas, British Guiana, and British Hon- 
duras, has been operated since 1950. However, now that most items from dollar 
sources have been liberalized, the plan is being scrapped. 

Far East 

Japan has announced a foreign currency budget for the 6-month period, Octo- 
ber 1, 1959, to March 31, 1960, of $2,128 million for commodity imports, plus a 
reserve of $200 million. This is an increase of $387 million above the previous 
6-month period. Sizable increases were made for import of foodstuffs, $17 
million; textile raw materials, $150 million; iron and steel raw materials, $51 
million, nonferrous metal and ores, $15 million; petroleum, $26 million; and 
machinery, $35 million. 

The Government also announced that 152 new items were placed under “Auto- 
matic Approval”’—124 are special products in the chemical field and 28 are 
miscellaneous commodities, such as cement, wood screws, coal tar, creosote, 
vinylon fiber, and crude benzol. Lauan wood and copper alloy scrap will be 
imported on an unrestricted basis from January 1, 1960. 

Ceylon has relaxed restrictions on imports of goods from the dollar area. 
All commodities under individual license from the dollar area, including textiles, 
fountain pens, and canned fruits and vegetables, niay now be imported freely 
by registered Ceylonese traders or indent agents. For non-Ceylonese firms, the 
license quota of textiles has been raised from 10 to 20 percent of their 1951 
imports, and the quota for all other items under license from the dollar area 
has been increased from 50 to 100 percent of their 1951 imports. 

On September 14, Thailand reintroduced individual import licensing on meat, 
fruits, and vegetable oils after freeing these items from the license requirement 
in June 1959. In addition, nine other classes of goods were also made subject 
to individual import licensing. The new import restrictions appear to be aimed 
primarily at a more efficient control on import of goods from Communist China. 
Near East 


Iraq, under its 1959 import licensing program, has transferred 11 items from 
the limited allocations category to the unlimited allocations category. The 
items are neckties; cotton textiles, except white and gray sheetings and chintz; 
cellophane bags; tape recorders, dictaphones, and accessories; refrigerators, 
noncommercial, and accessories: canned cheese; watches: watch bands; nails, 
except carpentry ; canned foodstuffs; and toilet paper. 

Aden, which formerly prohibited the import of air conditioners from the dollar 
area, now permits under license the import of self-contained air conditioners 
of up to 2 horsepower. 

Latin America 


Cuba has placed a surcharge on exchange remittances for imports of some 
luxury and semiluxury items. The surcharge does not apply to imports li- 
censed before September 18. The IMF has approved the exchange surcharge 
on the basis of balance of payments difficulties now facing Cuba. 

Paraguay has reduced the percent of advance deposit required for most Para- 
guayan imports. All 400 percent advance deposits are reduced to 300 percent: 
60 percent deposits to 50 percent; 25 percent deposits to 20 percent; and the 
10 percent advance deposit required for all imported petroleum products is com- 
pletely eliminated. Only the 300 percent group is unaffected by the reduction. 
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Peru has abolished the quota limitation on import of automobiles. Removal 
of the quota abolishes the only quantitative restriction that existed on imports 
into Peru. Removal of the quota is expected to result in intensified competition 
and changes in the consumption pattern, with a probable shift toward smaller 
cars, but it is not likely that the overall volume of automobile imports will in- 
crease significantly. 

Guatemala announced on September 29, 1959, that import of soft wheat and 
flour made from soft wheat has been prohibited effective October 15, 1959. 
The prohibition apparently stems from requests of domestic growers for import 
protection. 

The Dominican Republic has placed heavy machinery and equipment used “in 
the construction of highways and similar works” under import licensing con- 
trol. Sufficient stocks of construction machinery was the reason given for 
the new measure. 

Ecuador has reduced or abolished prior deposits necessary to import luxury 
articles. Merchandise formerly requiring deposits of 100, 75, or 50 percent will 
be permitted with a 50 percent deposit. Merchandise which required a 25 percent 
prior deposit now may be imported without prior deposit. 

Uruguay on September 29 removed controls on the importation of farm equip- 
ment and other commodities deemed indispensable to various sectors of the 
national economy. Principal items in this new list include: Spare parts for 
tractors; barbed wire; galvanized iron wire, round: galvanized steel or imita- 
tion wire, oval formed ; vegetable seeds; spare parts for agricultural machinery ; 
industrial wire; refrigeration gases; and freon. 


OTOBER 1959 
SUM MARY 


The pattern of foreign government actions on nontariff restrictions was main- 
tained in October as countries of the British Commonweaith and Western Eu- 
rope continued to scrap restrictive policies. Trends in other areas of the world 
continued to be mixed. 

The most significant recent move in dollar liberalization was by the United 
Kingdom on November 9 when most of the remaining controls on imports from 
the dollar area were abolished. 

Other important developments are summarized below by area. 

British Commonwealth: As of November 1, British travelers will be able to 
obtain unlimited amounts of foreign currency for bona fide travel abroad. 

New Zealand, in its 1960 import licensing schedule, has eliminated discrimi- 
nation against all dollar imports except motor vehicles and timber. 

Brunei has reduced the number of items which require specific licenses when 
imported from the dollar area. 

Lurope: On October 15, Austria extended virtually equal treatment to the im- 
port of U.S. industrial products as has been extended to the products of OEEC 
countries. 

Sweden on October 20 liberalized the import of some fuel and textile products 
from the dollar area. 

Other areas: Pakistan has banned the import of liquid glucose. 

Martinique has increased the allotment for controlled imports of dollar goods. 

Mozambique now prohibits certain imports from all countries other than 
members of the OEEC. 

Argentina has removed surcharge and prior deposit requirements on agricul- 
tural and forestry machinery of a type not manufactured in Argentina. 

Venezuela, beginning January 1, 1960, will prohibit the importation of cigars. 

Tunisia has prohibited the import of chalk and colored earth from all sources. 


APPENDIX 

British Commonwealth 

Beginning November 9, most of the remaining controls on imports into the 
United Kingdom from the dollar area, Western Europe, and a number of other 
countries were abolished. 

Only the following restrictions now remain on imports from sources other than 
the Sino-Soviet bloc and Japan: 

On imports from all areas, including the sterling area: Dyes and dyestuffs, 
potatoes, seeds, sugar, jute manufactures, arms and ammunition, radioactive 
substances, and feathers. 
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On imports from all areas, except the sterling area: Baskets and basketware, 
coal and coke, apples and pears, whole hams, and milk and milk products. 

On imports from the dollar area only: Large aircraft, alcoholic beverages 
other than whisky, uncanned fish other than salmon, bottled and canned fruit, 
bananas, fresh grapefruit, orange and grapefruit juice, pork, pharmaceutical 
products, synthetic rubber, tobacco and manufactures, and transistors. 

While the import of the items listed above will continue to be restricted, quotas 
are available, and were increased last May, for many of them. In the Case of 
fruit, for example, there are dollar quotas for most canned fruit, amounting to 
more than $15 million. U.S. exporters can also participate in global quotas for 
Northern Hemisphere fresh apples worth about $20 million, and for fresh pears 
over $5 million. Substantial imports of other listed items also will be permitted. 
United Kingdom annual imports of tobacco from the United States exceed $125 
million and those of synthetic rubber are nearly $15 million. 

The wide range of goods covered in this liberalization move means that all 
except two items (pharmaceutical and tobacco manufactures) previously per- 
mitted to be imported into the United Kingdom under the British token import 
plan (BTIP) are now freed from control. Thus, BTIP is being abolished and 
token quota vouchers issued by BFC are no longer necessary. 

This latest action brings closer to fulfillment Britain’s progressive dollar im- 
port liberalization program which began in 1953 and 1954 with the freeing of 
the principal commodity markets. Other milestones were virtual elimination of 
all controls on imports of basic foods and industrial raw materials during 1957: 
the liberalization of imports of most chemicals in August 1958, and of nearly 
all machinery and equipment a month later in September 1958.) In June 1959, con- 
trols were removed on a wide range of foodstuffs and consumer goods with the 
elimination of a substantial area of discrimination in the operation of controls 
on dollar goods. 

As of November 1, British travelers wishing to obtain foreign currency for 
travel abroad are automatically allowed to purchase such currency or travelers 
checks from their own banks or authorized travel agents up to £250 per year. 
Additional amounts required will be authorized upon application made through 
the traveler’s own bank to the Bank of England. (This arrangement is neces- 
sary according to the British Treasury, not to limit the amount granted for 
travel, but as a protection against the unauthorized export of capital.) Thus 
the new arrangements mean that the amount of foreign currency one can obtain 
for bona fide travel abroad will not be limited. 

From September 1947 to June 1957, there was no basic travel allowance for 
the dollar area. Since June 1957, the basic allowance for travel to the dollar 
area had been £100 annually. 

The New Zealand import licensing schedule for 1960, announced in October, 
eliminates discrimination against all dollar imports except motor vehicles and 
timber. Import licenses for all goods other than motor vehicles and timber may 
be used to purchase from any source including the dollar area. The total 
effect of the provisions of the 1960 import licensing schedule will be reviewed 
early in the year and the Government will make further provisions which it 
deems desirable in the light of the country’s trading position at that time. 

New Zealand’s exports to the United States doubled in the last 2 years result- 
ing in a substantial surplus in New Zealand’s balance of payments with the 
United States and the current liberalization of trade with the dollar area should 
result in an exp insion of imports from the United States. 

srunei has (effective September 26) substantially reduced its list of items 
which require specific licenses when imported from the United States and other 
dollar area countries. 

Although not as yet announced, similar relaxations by the other two areas of 
3ritish Borneo—Sarawak and North Borneo—are anticipated shortly on the 
basis of past correlated actions in such matters. 

The items remaining on the list requiring specific licenses include automobiles, 
tobacco, air conditioners, refrigerators, radios, clocks, and watches. (The prac- 
tical importance of the action to U.S. trade interests is marginal in view 
of the limited market of the area, together with the preferential duties on Com- 
monwealth goods which places many U.S. products at a competitive disad- 
vantage. ) 


Europe 


Discrimination between the treatment accorded Austrian industrial imports 
from the OEEC area and those from the dollar area has been virtually eliminated 
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with the putting into effect on October 15 of the new Austrian dollar liberaliza- 
tion list. The new dollar list is comparable to the list applying to imports from 
the OEEC area except for the omission of certain textiles, and wheat, corn, 
rye, and barley. 

This Austrian liberalization action is a fulfillment of promises made to GATT 
and the IMF in 1957, as well as subsequent official statements that such a list 
would be published shortly. 

Sweden announced on October 20 that a further liberalization of imports from 
the dollar area would become effective on November 1, 1959. The newly liberal- 
ized commodities fall mainly within the fuel and textile categories, including 
wearing apparel. Cotton knitwear and knit goods are freed but cotton fabrics 
or cotton clothing are not. 

A comparison of the new dollar licensing list with the OEEC licensing list in- 
dicates that the major difference is in the textile sector which has been com- 
pletely liberalized for OEEC items. 

(This further liberalization of Sweden’s dollar import trade is not likely to 
result in any rapid expansion of Swedish imports of U.S. coal, textiles, or wear- 
ing apparel. The switch in consumer preference from solid to liquid fuels will 
hold down coal sales, and American exporters of textiles and clothing can ex- 
pect stiff competition from European suppliers who have enjoyed a dollar-free 
market for several vears.) 

The French liberalization list of September 26 eliminates quantitative import 
restrictions on passenger automobiles of 3,000-cubie centimeter cylinder capacity 
or over for both the OEEC and the dollar area. Thus, most American automo- 
hiles currently manufactured may now be freely imported into France. Imports 
of American automobiles of less than 3,000-cubie centimeter cylinder capacity re- 
main subject to licensing within the limits of the regular import quota, which 
is now in the amount of $3 million. However. the $3 million quota was intended 
to cover all American automobile imports, and the recent liberalization measure 
should theoretically lead to a reduction in the quota. The quota for British 
motorears, for example, has reportedly already been reduced as a consequence 
of the liberalization of imports of larger cars. It is possible, however, that 
the French Government will not bother to reduce the U.S. quota since less than 
half of the apportionment for the first semester was utilized and since there 
appears to be little prospect for greatly increased sales of the smaller U.S. cars 
during the balance of the year. 


Other areas 

Pakistan has banned the import of liquid glucose. A new manufacturing plant 
in West Pakistan is expected to be able to fill adequately the country’s require- 
ment of liquid glucose, estimated to be 600 tons annually. 

Martinique has increased the dollar and pounds sterling allotment for con- 
trolled imports to the equivalent of $5,120,000 from $3.640,000 in 1958. In 1958, 
exchange amounts available to Martinique importers were $2,065,000 and 563,000 
pounds sterling ($1,576,400). In 1959, the amounts for dollar and sterling im- 
portations have been lumped into one allotment, which can be used to buy from 
either dollar or sterling zones. 

The largest allotment on the 1959 list is earmarked for petroleum products. 
Other allotments are for pineapple preserving equipment: meat on the hoof and 
frozen meat: spare machinery parts; industrial food oils; lumber; and fish, fresh, 
salted, or canned. 

These amounts are for licensed importations, and do not include transactions 
on the free liberated list. Livestock for breeding purposes, for example, for 
Which $25,000 was allocated in 1958, are not included in the 1959 list because 
this import was liberated on August 15, 1959. The same thing is true regarding 
certain categories of automobile and truck tires, for which $5,000 was allotted 
in 1958 and which likewise are now on the license-free list. 

Mozambique (Portuguese East Africa) now prohibits certain imports from all 
countries other than members of the Organization for European Economic Co- 
operation (OFEC). Exceptions will be made only in those cases in which local 
or Portuguese production proves insufficient to meet the needs of the Mozam- 
bique market. 

Also, a new regulation increases the ceiling price permitted on automobiles to 
$2,428 ¢.i.f., but at the same time extends controls to include all countries which 
are not members of the OFEC, rather than just the dollar area. Previously, 
American car imports were not particularly affected as most of them were from 
the Union of South Africa and payment was accepted in sterling. As the Union 
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is not a member of OEEC, however, the new instruction will limit imports from 
that source to those vehicles valued at less than $2,428. 

A need to redress a chronically adverse balance of trade and to promote and 
protect loca] industry were the reasons given for the enactment of these measures, 

In Argentina, import surcharge and prior deposit requirements have been re- 
moved on machinery for agricultural, livestock, and forestry exploitation, pro- 
vided such machinery is of a type not manufactured in Argentina. This exemp- 
tion complements a decree of September 1959 which authorized surcharge-free 
imports of industrial machinery not manufactured in Argentina. 

The Argentine agricultural machinery industry asserts that it does or can 
produce nearly all types of farm machinery required in Argentina. Agricul- 
tural and livestock associations assert otherwise, contending that most of the 
local models do not have the advanced technical specifications available from 
foreign production. 

Beginning January 1, 1960, Venezuela will prohibit the importation of cigars in 
order to protect the home industry. Cigar-wrapper tobacco is to be admitted 
free of duty until it is produced in sufficient quantity to meet local demand. 

Tunisia has prohibited the import of chalk, and colored earth from all sources 


NOVEMBER 1959 


SUMMARY 


Freeing of dollar imports continued in November as countries of the British 
Commonwealth and Europe maintained the momentum of their drives toward 
complete liberalization. The sole exception in Europe was Greece which insti- 
tuted actions curbing imports of rice and autos. 

During November, Japan announced its schedule of future liberalization moves. 
Trends in other areas of the world were mixed. 

The 15th session of the GATT, held in Tokyo from October 26 to November 20, 
provided an opportunity to the United States to reemphasize the desirability of 
freeing dollar imports quickly. The drive to eliminate discrimination was great- 
ly aided by the IMF decision of October 23 which called for removal of diserim- 
inatory restrictions with all feasible speed. 

During the 15th session, consultations were held with six countries (Australia, 
Japan, Malaya, Norway, Federation of Rhodesia and Nyasaland, and Sweden) 
which maintains discrimination in trade on balance-of-payments grounds. Re- 
flecting ministerial and other discussions, the GATT members adopted a report 
which concluded that discrimination in trade for balance-of-payments reasons 
should quickly be ended. The report indicated that the justification for such 
discrimination had been almost completely eliminated by convertibility of cur- 
rencies. 

Important developments are summarized below by areas. 

Europe: On November 5, France made a small addition to the list of goods 
liberalized to the OFEC and dollar areas. 

Denmark, on November 10, proposed an extensive liberalization of imports 
from the OFEC and dollar areas to take effect simultaneously with the proposed 
Danish tariff revision scheduled for March 1, 1960. 

Norway, on November 19, announced a global quota, open to the United States 
and Canada, of 10,000 passenger cars and 1,000 taxis. The quota will be in 
effect January through June 1960. 

Greece has placed rice under licensing controls to protect the domestic in- 
dustry. Also, Greece has placed size limitations on taxis operating in the 
Athens-Piraeus area. This action excludes U.S. autos, including “compacts,” 
from heing sold to replace older taxis. 

British Commonwealth: On November 9, the United Kingdom abolished most 
of the remaining controls on imports from the dollar area (details of this ac- 
tion are given in the October report). 

Effective November 27, the Federation of Rhodesia and Nyasaland has lifted 
import controls on 65 products from the dollar area. Further freezing is pre- 
dicted for early next year. 

Australia has increased its total import budget. Also, the import of timber 
and automobiles, which are the only major items subject to dollar discrimination, 
is to he freer. 

Malaya now allows its residents all foreign exchange necessary for bona fide 
travel abroad. 
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Far East: On November 11, Japan unnounced its import liberalization plans. 
Details are given in the appendix to this report. 

Korea has removed import restrictions from 12 commodities. 

Latin America: Venezuela has placed several categories of goods under licens- 
ing control. Some of the items fall under the U.S.-Venezuela bilateral trade 
agreement which stipulates unrestricted import of these items. 

Argentina has abolished prior deposit requirements for imports. 

Near East and north Africa: Tunisia has liberalized import of a number of 
commodities from specified countries including the United States. 

Libya has added several items to the list of commodities which require in- 
dividal import license. 

Iraq now will license the import of secondhand clothing. A ban had been 
placed on this import in July 1959. 


APPENDIX 


Europe 

France on November 5 added some items to the liberalization list of July 23. 
The additions apply equally to the dollar area and the OEEC, however the new 
list makes only a small addition to the previous liberalization percentage. 
French customs statistics indicate that the products involved accounted for only 
one-tenth of 1 percent of French imports of U.S. products on private account in 
1956, and one-twelfth of 1 percent in 1958. However, the removal of quantita- 
tive restrictions will undoubtedly improve the market opportunities for a num- 
ber of these items. 

Among the products covered by the new liberalization are textile tubing, belts, 
certain outer garments, ceramic piping, hand tools, electric razors, absorption 
refrigerating equipment, harvesting-threshing combines with a cutter bar equal 
or superior in width to 13 feet 6 inches, electric water heaters, space heating 
electric apparatus, electric irons, power-driven cultivators, image projectors. 

Denmark, on November 10, proposed an extensive liberalization of imports 
from the OEEC and the dollar area to take effect simultaneously with the pro- 
posed Danish tariff revision scheduled for March 1, 1960. According to the pro- 
posal, the liberalization of OEEC imports will move from 86 to 96 percent of 
1948 imports and it is believed that the dollar area percentage will be almost 
equal. 

Among items proposed for liberalization are canned and frozen fish, packaged 
rice, fodder, canned soup, tobacco products, toiletries and cosmetics, photo- 
graphic film, plastics materials, textile goods, glassware, metal products, special 
machinery including agricultural and electrical, musical instruments, phonograph 
records, and sound reproduction equipment. 

Goods which will remain subject to control consist principally of agricultural 
products, fruit and vegetables. The relatively few industrial products—chiefly 
rubber goods, cork products, paper goods, stone items, refrigerators and other 
household machines—to remain controlled, will be liberalized by the Government 
“as soon as the situation warrants.” 

This move may turn out to be a mixed blessing since tariff rates will be in- 
creased in many instances. However, tariffs on raw materials will be eliminated, 
and tariffs on goods not produced in Denmark (such as automobiles, watches, 
typewriters) will be reduced. 

Norway on November 19 announced a global quota, open to the United States 
and Canada, of 10,000 passenger cars and 1,000 taxis. This move represents the 
first time since World War II that U.S. autos, other than taxis, have been al- 
lowed entry into Norway. (It is expected that after October 1960, import con- 
trol on autos will be removed.) 

The quota, to be open for the first 6 months of 1960, limits the unit value 
of autos to $1,750, however this ceiling will allow the lower priced U.S. autos 
to compete. 

Greece has made rice subject to import licensing. This action replaces a tem- 
porary embargo on rice imports imposed in mid-September. Before September, 
rice was not under import control, although a prior deposit of 140 percent of 
cif. value was required. Placing rice under import licensing follows pleas for 
protection from domestic ricegrowers who are harvesting a record crop. 

Greece has also announced that future replacements for taxicabs in the Athens- 
Piraeus area must not exceed 13 horsepower (Greek formula) and 4.5 meters in 
length. Size limitations were placed on taxis to alleviate traffic congestion, con- 
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serve foreign exchange, lower fuel costs, and reduce fares. All U.S. autos, in- 
cluding compact cars, are larger than the standard and are therefore barred 
from use as taxis. 

West Germany has changed the description of “food preparations containing 
cocoa” in the German import liberalization list, thereby extending liberalization 
of candies containing cocoa to all countries. 

This action is of interest to U.S. candy manufacturers, as U.S.-type candies had 
been under restrictions because of the peculiar wording of the German commodity 
classification. 

British Commonwealth 

The United Kingdom, on November 9, abolished most of the remaining controls 
on imports from the dollar area. (Details of this action were given in the October 
report.) 

The Federation of Rhodesia and Nyasaland, effective November 27, has lifted 
import controls on 65 products from the dollar area. This action will open the 
market to U.S. exports of nonindustrial electrical machinery and appliances, 
duplicating, addressing and other office machines, cotton yarns, motor vehicles, 
and paper products, among other commodities. 

The only commodities on which dollar restrictions remain are: Blankets and 
rugs, clothing, textile nets and netting, tarpaulins, canvas, cotton piece goods, 
cutlery, metal furniture, radios, gramophones, and television sets. The Federa- 
tion announced that licenses will be issued freely for cotton piece goods which are 
still under restriction. Further freeing of remaining restrictions is predicted 
for early next year. 

Australia has announced that effective from December 1 the total annual im- 
port ceiling will be raised by the equivalent of $56 million to a total of $1.96 
billion. Most of this 3 percent increase in the global import budget will be used 
for more liberal treatment of items subject to nondiscriminatory individual 
licensing. 

Following the August 1, 1959, liberalization, timber and automobiles remained 
the only major items subject to dollar discrimination. Now timber will be 
licensed on a global basis, and automobiles will be moved to a nondiscriminatory 
basis on October 1, 1960. 


Far East 

On November 11, the Japanese Ministry of International Trade and Industry 
(MITI) announced its import liberalization plans. 

Discriminatory import restrictions on lanan wood, abaca, gypsum, and copper 
alloy waste and scrap from the dollar area (the first two items are imported 
principally from the Philippines) will be removed on January 1, 1960.  Restric- 
tions on the remaining six items upon which there is dollar discrimination will 
be removed before March 31, 1961. 

In January 1961, 65 items will be transferred from the fund allocation (FA) 
system to the automatic approval (AA) system and 15 items which have hitherto 
been imported under a barter system will be transferred to the AA system. 

MITI further announced the introduction of a new import system, automatic 
allocation, which differs from automatic approval in that the importer must 
make application for the allocation of foreign exchange to MITI, instead of 
applying directly to a foreign exchange bank. The Government will place 48 
items (office equipment, medical and surgical instruments, scientific instru- 
ments) on the automatic alloction list as soon as the system is set up. 

Furthermore, the Government intends to liberalize import restrictions on cer- 
tain consumers’ goods, effective January 1961. Such items as musical instru- 
ments and sports equipment, which are exported from Japan in large quantities, 
will be placed on AA. Global quotas will be set up for such items as whisky, 
raisins, television sets, textiles, and others, which are now imported under bi- 
lateral agreement. Imports of a selected number of items will be permitted 
which were not hitherto imported at all (fountain pens, binoculars, ete.). 

A MITI official was quoted to the effect that the liberalization of trade re- 
strictions would increase Japanese purchases by about $100 million annually. 
Most Japanese papers agreed that MITI’s action was a highly desirable first 
step toward freer trade, taken in response to strong pressures exerted by the 
U.S. Government, and by various delegations to the GATT conference held 
recently in Tokyo. 
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The Federation of Malaya now alloys its residents all foreign exchange neces- 
sary for bona fide travel. Although the ruling stipulated an equivalent of 
$1,400 will be allowed, amounts over $1,400 will be granted upon application. 
The $1,400 figure is merely a check to insure against the export of capital rather 
than a restriction on legitimate travel. 

Previous regulations had limited allowance funds for travel outside the ster- 
ling area to the equivalent of $280 for travelers over age 12 and $196 for trav- 
elers under 12 years of age. 

Korea has removed import restrictions from 12 commodities—galvanized iron 
sheets and wire; steel angles; ceramic tiles; lavatory porcelain ware; sheet 
glass: asphait tile; wood-free printing paper; reinforcing bars; waterproof 
paper ; wire rods and iron bars. 


Latin America 


Venezuela, on November 20, published a list of goods for which import licenses 
are required, effective November 21. Several of the newly controlled items are 
included under list I of the United States-Venezuela bilateral trade agreement 
which stipulates importation without restriction. These include alcoholic bey- 
erages, including whisky and wine; radio and television sets; passenger automo- 
biles and station wagons ; photographic cameras ; unexposed film (except movie) 5 
and phonographs, phonograph records, and prerecorded tape or wire. 

In a concurrent announcement, the Ministers of Finance and Development said 
that licensing is necessary for the better use of national income to further eco- 
nomie development and for limiting excessive expenditures on nonessential prod- 
ucts which are draining dollar exchange. They indicated that licensing would be 
temporary until Congress can institute more permanent methods of limiting “su- 
perfluous” consumption (by, say, such means as a proposed luxury tax, or per- 
manent licensing for semiluxury items). 

Colombia has announced that effective November 3, imports of catgut and 
surgical bandages for surgeons and dentists will require a 20 percent prior de- 
posit instead of 180 percent. Imports of tinplated iron and steel sheets and 
machine dies made from special steel were raised from 20 to 130 percent prior 
deposit requirement. 

Effective November 1, the import-deposit requirement on sexed baby chicks 
was lowered from 120 to 20 percent. The action reflects the desire of the Govern- 
ment to promote the poultry industry by making it easier to import breeding 
stock, For nearly 3 years, imports of baby chicks were prohibited. In May 
1959 baby chicks were transferred from the prohibited to the prior license list. 

Also, the Government has placed under import licensing control, the follow- 
ing items which were formerly on the free or prohibited lists. From the pro- 
hibited list: alfalfa for animal feed, fatty acids for pharmaceutical uses, fish 
meal for livestock, and painted metal strips for venetian blinds. From the free 
list: licorice seed, rubber tubes combined with textile or metal materials, safety 
paper for checks, and typewriter units to be assembled. 

Argentina no longer requires prior deposits on imports. Funds already de 
posited will be returned to circulation. 

Action to remove the prior deposit requirement is said to have been taken 
to relieve the tight credit situation. At the same time, it should facilitate im- 
port trade and act as a spur to local business activity. 


Near East and North Africa 


Tunisia has liberalized import of a number of commodities from specified 
countries by removing Quantitative restrictions. The countries which benefit from 
the liberalization include the United States and Canada. a number of South 
American countries, most of the Western European countries, most of Africa, and 
some Asiatic countries. 

Libya has added several items to the list of commodities which require indi- 
vidual import license. Included among the newly controlled items are razors 
and razor blades, arms, new clothing and materials, chemical fertilizers, chemi- 
cal detergent and washing products, used motor vehicles of all kinds, and edible 
vegetable oils. Added to the list of goods prohibited entry are canned and pre- 
served tunny, canned and preserved sardines, fresh fish and olive oil. 

The import into Iraq of secondhand clothing, which was banned in July 
1959, is now permitted. The Government will grant import licenses amounting 
to the equivalent of $700,000 for secondhand clothing for the remainder of 1959 
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DECEMBER 1959 
SUMMARY 


In December, the rate of foreign government actions affecting liberalization 
or restriction of trade slowed compared to previous months. European coun- 
tries continued to maintain liberal policies. Government actions in other areas 
of the world were mixed, but with a somewhat stronger trend toward liberal, 
rather than restrictive, moves. 

Developments are summarized below by area. 

Europe 

France on December 24 removed quantitative restrictions on import of a wide 
range of dollar goods. 

The Netherlands has lifted import restrictions from 12 categories of goods, 
effective January 1, 1960. 

Fresh apples and pears may now be imported into Benelux until further no- 
tice. 

Latin America 

Cuba has issued new regulations which place most import commodities under 
licensing control. 

Guatemala has prohibited importation of almost 100 items. 

Chile has reduced prior deposit requirements for a large group of imports. 

Uruguay has removed exchange controls on the importation of some items 
deemed indispensable to the national economy. 

Far East 

The Philippines has reduced the special import tax from 15.3 to 10.2 percent, 

India has liberalized imports of noncapital goods from the dollar area. 

Pakistan is simplifying the import licensing procedure. 

Other areas 

Iraq will issue import licenses freely for shoes and tobacco products. 

Dominica has liberalized the import of many dollar goods upon instruction 
from the United Kingdom. 

APPENDIX 
Europe 

France on December 24 removed quantitative restrictions on import of a wide 
range of dollar goods. This liberalization move, effective January 1, 1960, fol- 
lows similar actions taken September 26 and November 5, 1959, and goes far 
toward placing U.S. exporters on an equal basis with exporters from other 
countries in competing in the French market. 

French buyers now will be able to purchase a variety of U.S. imports which 
had been curtailed by quota restrictions for many years. Products freed of 
quota limitations include cotton textiles, work clothing, wool and rayon cloth- 
ing, nylon and other synthetic fabrics, acrylic fibers and threads, tires, many 
chemicals, phonograph records, washing machines, photographic color film and 
paper, certain machine tools, wheeled tractors, whisky, honey, low-alcohol con- 
tent beer, dried or smoked fish, fatty acids, and other goods. 

In addition, passenger automobiles and trucks with a cylinder capacity of 
3 liters and less are freed from import restrictions. Higher powered auto- 
mobiles had been liberalized September 24. 

The Netherlands has lifted import restrictions from 12 categories of goods, 
effective January 1, 1960. Although the items had been subject to quotas, im- 
port licensing had been administered liberally. 

Products affected are: Seed rye; rice, husked, glazed or not, fully polished, 
not broken; margarine, imitation lard, and other edible fats obtained by similar 
process; beet sugar, cane sugar, and like sugars; invert sugar and artificial 
honey; hydrochloric acid; salts of hypochlorous acid; soft soap—black soap, 
green soap, and the like; ordinary soap in blocks, slabs, or bars, not cleared; 
soap—toilet, medicinal, and similar—not cleared ; casks, tubs, buckets, and other 
coopers’ wares and finished parts thereof; some blown or pressed glassware. 

Fresh apples and pears may now be imported into the Benelux countries in 
unlimited quantities from any country until further notice. 

Effective December 15, Danish regional import quotas were made applicable 
to imports from the dollar area. This extension applies to import licenses al- 
ready issued but not yet utilized. With this step Denmark has erased the 
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last significant area of dollar discrimination. No industrial products now re- 
main on the quota list. 


Latin America 

Cuba's Monetary Stabilization Fund has issued new regulations which place 
most import commodities under licensing control and also further restrict for- 
eign exchange transactions. The effective date of the new regulations was made 
retroactive to December 4, 1959, although they were not issued by the Fund until 
December 11 and published in the Government Gazette on December 14. 

Import commodities covered include many basic food products, metals and 
metal products, paper and paper products, chemicals, pharmaceuticals, glass, 
machinery, most textiles and textile products, automotive parts and accessories, 
and others. Importers of these products must now obtain licenses prior to en- 
tering into a firm purchase contract or opening a letter of credit. 

Principal changes in the regulations covering exchange transactions were: 

A limit of $150 for a 12-month period can be purchased by Cuban tourists 
without the approval of the fund; family remittances are limited to $150 
monthly; business trips or trips for health reasons are limited to $150; and 
international transportation tickets sold to nonresidents must be paid for in 
U.S. dollars. 

Exchange transfers completely controlled by the fund regardless of amount 
include: Royalty remittances, insurance premiums, transportation and freight 
charges due abroad, interest and dividends payments, profits, installment sales 
and commission payments abroad, alimony payments, and those to artists or 
sports performers. 

Guatemala has prohibited importation of almost 100 items and has raised 
duties by 20 percent on approximately 600 items. 

Declining world coffee prices and a consequent drain on foreign exchange 
receipts have been cited as causes for the move. The action, effective Novem- 
ber 24, has been taken to restrict imports of less essential items or items for 
which substitutes are available locally in order to conserve foreign exchange. 
Available resources will be used to acquire essential goods, including capital 
equipment required for the economic development of the country 

The import prohibition does not apply to goods originating in Central America 
Which are covered by bilateral or multilateral trade treaties to which Guatemala 
isa party. 

Chile has reduced prior deposit requirements for a large group of imports. 
Goods formerly subject to import deposits of 1,500 percent are now subject to 
1,000 percent. Also, the 600 percent category is now subject to 400 percent and 
the 150 percent category is now subject to 100 percent. 

Uruguay has removed exchange controls on the importation of some items 
deemed indispensable to the national economy. These items now enter Uruguay 
at the free exchange rate of 4.11 pesos to 1 U.S. dollar. 

Items affected are soda ash; calcium carbide; potash and sodium chlorate; 
electrodes, sesquisulfide of phosphorus; and gypsum, both raw and in stone 
form. 

Far East 

The special import tax imposed by the Philippine Government on imports 
from all sources has been reduced to 10.2 percent from 15.3 percent effective 
January 1. 

Under the terms of the revised United States-Philippine Trade Agreement, the 
tax is to be lowered by 1.7 percent each year until its complete elimination by 
January 1, 1966. The 5.1 percent drop this year represents return to the normal 
schedule after the tax was temporarily raised in 1959 under an escape clause 
provision. 

The levy, instituted in 1956 to replace the 17-percent tax on the sale of foreign 
exchange, is in addition to Philippine import duties. Under the United States- 
Philippine agreement. imports from the United States are subject to 50 percent 
of regular Philippine duty rates through 1961. 

India announced on December 17 that imports from the dollar area, other 
than capital goods, will now be placed on a par with imports from sof! cur- 
rency areas, 

_ Pakistan has introduced, effective January 1, 1960, a simplified import licens- 
ing procedure. The new system will apply, at first, only to commercial licensing 
in the Karachi area. The Government plans to extend the system to include, 
eventually, both commercial and industrial licenses in all areas of the country. 
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Other areas 


Iraq will now issue licenses freely for the import of shoes and tobacco products, | 
These items had previously been prohibited under Iraq’s 1959 import-licensing 
program. 

Dominica has revised its licensing system to liberalize imports from the 
dollar area in conformity with instructions from the United Kingdom. 

Among items which still require a license are motor vehicles and self-con- 
tained air conditioners. 


FOREIGN EXCHANGE RATES 


Mr. Horan. Do you have instances today of foreign countries plead- 
ing dollar shortages ? 

Mr. Kearns. Yes. 

Mr. Horan. That became a habit in the postwar period and still ob- 
tains, although it is sad but true that our dollar is discounted in many 
countries today. 

Mr. Kearns. The usual test is the examination by the International 
Monetary Fund. If there is a question they usually determine 
whether there is a balance of pay — problem. ‘They have to prove 
it to the International Monetary Fund 

Mr. Horan. Can you supply for the record the exchange rates in 
the countries that today discount the American dollar ? 

Mr. Krarns. So that we can respond exactly, what do you mean by 
discount” ? 

Mr. Horan. I know Canada discounts the American dollar around 
8 percent, a little less than that, I believe. I believe Belgium and | 
Switzerland do too, and I am not sure about the Netherlands. 

Mr. Buackwe tu. I am not sure I understand the question. 

Mr. Horan. You can get it from any bank in town where you get 
foreign currency to go ab road. 

Mr. Kearns. If we give you the exchange rates—— 

Mr. Horan. All I want are the countries that discount the American | 
dollar today and the extent of that discount. When you cash a $20 | 
bill in Canada you get $19 back. I want to know what happens in 
other countries that today discount the American dollar, 

Mr. Kearns. Unfortunately I do not think it is possible to call it 
discounting. 

Mr. Horan. Call it whatever you wish. I just want to know the 
ones that, as Mr. Flood said, are “harder.” Just supply it for the 
record. 


ae 


(The information requested follows:) 
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Voreign exchange rates for principal currencies, December 1957, 1958, and 1959 
0 q : 7 ? 


December 
1959 rate 
as percent of 
December 
1958 rate 


| Monthly averages of daily quotations (in 
U.S. cents per unit of foreign currency) ! 


Currency | 
| December | December | December 
1957 1958 1959 


| 
| 
Di ed ; eceeinainlanaiell 
| 
| 


Currencies of higher value (in relation to the | 
U.S. dollar) in December 1959 than in De- 
cember 1958: | 


| | 
Canadian dollar............ iain S thenine 102. 304 103. 660 105.120 | 101. 41 
Italian lira ewe : ae . 1600 2.1601 2.1611 | 100. 62 
Philippine peso-...---- polaath tala staal 49. 695 49. 695 49.770 | 100. 15 
Deutsche mark-.-.- Sees oe ; 23.799 | 23.907 | 23. 974 100. 28 
Other currencies | | 
Mexican peso- - cuneate teen see) 8. 006 8. 006 8.006 | 100. 00 
Netherlands guilder.. se oat 26. 367 | 26.506 | 26.506 | 100. 00 
Austrian schilling iceakocacesemagainens 3. 8536 | 3. 8536 3. 8523 99. 97 
Japanese yen_..---- rt ee eee ee 2779 | . 2779 | . 2776 | 99. 89 
Norwegian krone--- a ceeae 14.008 | 14.009 | 13.994 | 99. 89 
Portuguese escudo- ---- eee és 3. 4900 3. 4900 | 3.4861 | 99. 89 
Swedish krona_..- 5 i , 19, 328 19. 329 19. 303 99. 87 
Australian pound - - : Ewe ata 223. 57 223. 41 222.98 | 99. 81 
Irish pound eases ‘ 280. 58 280.38 | 279.84 | 99. 81 
New Zealand pound jas ita 277. 80 277.60 | 277.07 | 99. 81 
South African pound ee | 279. 53 279. 33 278.80 | 99. 81 
Pound sterling - -- eiaie aheatiteiae ; 280.58 = | 280. 38 279.80 | 99. 79 
Belgian frane oumes 1, 9991 2. O57 1. 9996 | 99. 70 
Indian rupee. -- : eit ; 20. 975 21.015 20.928 | 99. 59 
Swiss france : ioe Eee 23. 335 23. 317 Bia | 99. 19 
French frane : as elaine eons 3 2858 | 8 , 2330 . 2038 87. 47 


1 Average of certified noon buying rates in New York for cable transfers, except for the Italian lira. For 
the Italian lira, average daily rates in Milan. 

2 The official rate for the U.S. dollar has been about 625 Italian lire per dollar since September 1949. Since 
Dec. 29, 1958, market rates for the U.S. dollar have been free to fluctuate within the limits of 34 of 1 percent 
either way from the rate of 625. 

3 Effective rate of 420 French franes per U.S. dollar, established Aug. 12, 1957, was extended to all foreign 
exchange transactions on Oct. 28, 1957, and on June 23, 1958, became the official rate. On Dec. 29, 1958, 
the franc was further devalued to 493.706 frances per U.S. dollar. 


Source: Board of Governors of the Federal Reserve System; International Monetary Fund. 


STUDIES AND POLICY PROBLEMS ON U.S. INDUSTRIES SERIOUSLY AFFECTED 
BY SEVERE IMPORT COMPETITION 


Mr. Horan. You have another statement here I think I would like 
to have some information on, because we are trying to solve a prob- 
lem here. That is the excuse for having your shop. You say, 
“Studies and policy problems in connection with U.S. industries 
seriously affected by severe import competition.’ 

Could you supply for the record some detailed information on 
this, because < ertainly our balance of trade involves not only our 
attempts to export some of our products, but it involves sharing the 
American market with stuff that is imported. I should like supplied 
for the record some specific examples of this and what we are up 
against. We know the small car is one of them. 

Mr. Preston. Put a statement in the record. 

Mr. Tloran. Some examples. 

Mr. Kearns. Yes, sir. 

(The information requested follows :) 

The following printed publications of the Bureau of Foreign Commerce from 
the “World Trade Information Service, Part 3,” which give complete and com- 


parative statistics on imports of selected commodities were supplied for use of 
the committee : 

“U.S. Imports oe Automobiles and Other Tr: insportation Equipment and Com- 
p irisons with U.S. Production and Exports, 1954-58.” 

"RSS, Imports. ‘ot Textiles, Apparel, and Rel: ited Manufactures and Compari- 
sons with U.S. Production and Exports, 1954-58.” 
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“Contribution of Imports to U.S. Food Supplies, 1958, and Comparisons with 
1954-57.” 

“Contribution of Imports to U.S. Raw Material Supplies, 1957, and Compari- 
sons with 1953-56.” 

Mr. Horan. And I would like to have these things I have asked 
for country by country. If you want to know what I want, if you 
will refer to the agric ‘ultural hear ings, each year we have something 
put 7a Show ing the difficulties they have in other countries, and it is 
rather interesting. 

Mr. Kearns. We will try to respond to your questions, sir. 


Mr. Horan. That is all, Mr. Chairman. 
AFTERNOON SESSION 


Mr. Presron. The committee will come to order. 
Mr. Macy, have you a statement that you want to make 4 
Mr. Macy. No, Mr. Chairman. I will submit myself to questions, 


SUMMARY OF REQUEST FOR ADDITIONAL PERSONNEL 


Mr. Preston. Do you have a chart showing the positions that you 
are seeking, the gr: ades and the number / 
Mr. Macy. Yes, sir. I have a chart which will summarize the 
grades by three major areas within the Bureau of Foreign Commerce. 
Mr. Presron. We will insert this ¢ wh in the record at this point. 
It isnoted that there are 40 in the grade GS-11. 
(The chart referred to follows :) 


Increase by grades 


Office of 


Director Office of Office of 
Grade Office of Trade Economic Total 
International Promotion Affairs 
Travel 
GS-15 1 l 
GS-14 3 4 7 
GS-13 I 2% 3 
GS-12. 2 3 3 8 
GS-11. ] 5 | 34 40 
GS-9__- — eeeeul l 11 12 
GS-7. 2 | 1 6 4 
GS-6... 3 2 5 
Gs-5.... 4 | 5 14 % 
GS-4... = 3 8 l 
Total re ‘ see 19 30 70 | 119 


Mr. Preston. Do vou have a chart showing where they will all be 
placed within the Bureau? TI believe es is in the justifications. 

Mr. Macy. Mr. Chairman, the table I just submitted does locate 
them in the Office of Economic Affairs, the Office of Trade Promotion, 
and then on the staffs of the Director's office and the Office of Inter- 
national Travel. This chart does that. I would be glad to explain 
in more detail just what these people are and what they are expected 
to do, if you like. 

Mr. Presron. I have read the justifications on every one of them. 
It seems to me that they all have a similar responsibility and similar 
work. Of course, some are in the Office of Trade Promotion, but 
there is a similarity in the description of their functions. 
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Page 405 is already in the record, and that gives a breakdown of 
the brane hes. What do you call them? Brane hes, divisions or offices ? 
Mr. Macy. We have three offices, Mr. Chairman, and then there 
are four staffs within the Office of the Director. There is the Office 
of Economic Affairs, the Office of Trade Promotion, and the Office 
of International Travel. 
LAWYERS 


Mr. Preston. Have you any lawyers in the Bureau of Foreign 
Commerce ¢ 

Mr. Macy. We are serviced by the General Counsel’s Office. These 
lawyers are on the payroll of the Office of the Sec retary, sir. 

Mr. Preston. That is right. Some of them work for you. How 
many £ 

Mr. Macy. For all of our operations—the major part of that work 
is on the export control operation—we have about 7, including their 
clerical help. I believe there are 5 lawyers in the General Counsel’s 
Office who work on Bureau of Foreign Commerce matters. Most. of 
that operation, however, is on export control. 

Mr. Preston. You say in the General Counsel’s Office. They are 
on the General Counsel’s payroll but, in — of fact 

Mr. Macy. They are supervised by the General Counsel. 

Mr. Preston. That is true of all the lawyers. There are 136 lawyers 
in the Department of Commerce, and they are supervised by the 
General Counsel. They are under the Solicitor. But these people 
work full time on Bureau of Foreign Commerce activities, do they 
not ¢ 

Mr. Macy. That is correct, sir. 

Mr. Preston. They are located under your offic >? 

Mr. Macy. They work full time on our work plus the International 
Trade Fair work. ‘The same people work on both, that is correct, sir. 

Mr. Preston. There are five lawyers and two staff people ? 

Mr. Macy. Doing it from memory, there are five lawyers and there 
may be three secretarial positions. I can get the correct figure. 

(Nore: The correct figures are 7 lawyers and 6 secretarial and 
clerical.) 

Mr. Preston. Are there any new lawyers in this request ! 

Mr. Macy. No, sir. 





ADDITIONAL STAFF FOR OFFICE OF ASSISTANT DIRECTOR FOR 
ADMINISTRATION 


Mr. Presron. You seek three additional people in your assistant’s 
office. Who is your assistant ? 

Mr. Macy. Mr. Rex Anderson is the Assistant Director for Manage- 
ment, handling all personnel matters, all budget management opera- 
tions, programing, et cetera, for the Bureau of Foreign Commerce. 

Mr. Preston. We have known Mr. Anderson for many years very 
pleasantly. He is an old hand around the Department, and we highly 
regard him, as we do you, Mr. Macy. 

Mr. Macy. Thank you very much, sir. 

Mr. Preston. You have rendered excellent service to the Govern- 
ment for many years. 
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What are these three people going to do for Mr. Anderson, or would 
you prefer that Mr. Anderson tell us about it / 

Mr. Macy. I would be glad to have Mr. Anderson tell us. 

Mr. Anverson. There is one grade 11 in personnel operations. The 
other two are clerical positions in the general files and administrative 
service part of the shop. The total increase is three positions. 

Mr. Preston. What grades will they be? 

Mr. Anprerson. One grade 11, one grade 7, and one grade 6. 

Mr. Tuomas. Mr. Chairman, is that a promotion to an 11, or is it 
anew grade? 

Mr. Anperson. It will be a new grade. 

Mr. 'THomas. How many 11’s do you have now ? 

Mr, Anperson. We have no 11’s at present in our personnel opera- 
tion. 

Mr. Tuomas. Any 12’s or 13's? 

Mr. Anperson. We have one 12 and one 13. 


OTHER OBJECTS 


Mr. Preston. Under “other objects,” you are seeking $55,000 for 
equipment. What is that equipment, Mr. Macy ? 

Mr. Macy. The $55,000 for equipment, Mr. Chairman, is for desks, 
et cetera, required for the additional people who will be employed in 
this budget, sir. I believe that figures about $500 apiece. 

Mr. Preston. What percentage of the increase under “other ob- 
jects” of $304,000 is related to these additional personnel ? 

Mr. Macy. $186,000, Mr. Chairman, is related to new personnel. 

Mr. Tuomas. That is a little high, is it not ? 

Mr. Presron. There is an increase of $26,000 under “Services per- 
formed by other agencies.” What would that be for, Mr. Macy 4 

Mr. Macy. The major part of that, Mr. Chairman, is a transfer to 
the Office of Business Economics. Up to and including fiseal year 
1959 the Office of Business Economics was making statistical studies 
for the Bureau of Foreign Commerce in connection with internation- 
al travel. We had to drop that service this particular fiscal year. 

I might add that the trade people who have been using those data 
have been very much concerned about it, and we think it is very neces- 
sary that we get back into the budget in 1961 funds which can be 
transferred over to the Office of Business Economics to make these 
travel studies. They can do it much more effectively and much more 
cheaply than we can do it ourselves. 

The other larger amount of $9,400 is to the GSA for moving and 
other services they would be performing for us during the year. 

Mr. Preston. There is an increase of $29,000 for “Other contractual 
services.” What is that, or is that what you had just finished speaking 
of / 

Mr. Macy. The table which was put together and is before me 1s 
not in accordance with this breakdown. But the major part of it is for 
the health benefit program, which will be funded out of this budget, 
and some exhibit material we require to place in certain trade fairs 
within the United States; exhibit material to be put in a corner of 
the fair for demonstration purposes. 

Mr. Preston. Demonstrating what ? 
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Mr. Macy. International trade and what we do in the way of serv- 
ice to business. 

Mr. Preston. You do not budget for exhibits, do you / 

Mr. Macy. No, sir; not outside the United States. These are fairs 
to which we will send a very small exhibit which in size is about as far 
as I can reach, a very small one. 

Mr. Presron. You referred to health under this heading. Is that 
the Government employees health insurance / 

Mrs. Cuampers. The new health benefit program which will go into 
effect July 1. 

Mr. Preston. You are carrying that up under “Other contractual 
services” rather than “Grants, subsidies, and contributions” / 

Mrs. Cuambers. Yes, sir; that is the object classification to which 
the health benefit program is to be charged. 


TRAVEL 


Mr. Presvron. Who do you plan to send abroad under this $40,000 
for travel? In other words, you have an increase from $14,000 to 
$75,000 for travel. You say $40,000 is for foreign and $35,000 
is for domestic. What type ‘of people do you plan to send abroad 
under the $40,000 ? 

Mr. Macy. This will be a combination. The major number of 
people who will be going abroad on this budget will be the so-called 
desk officers we talked about earlier this morning, The desk oflicer 
is supposed to know all there is to know about his ¢ ‘ountry in connec 
tion with its economics, its trade problems, its laws and regulations, 
et cetera, A certain number of those people will be sent out each 
year in order that they can work directly with the commercial officers 
in the Foreign Service. They will know firsthand the countries the Vv 
are wor king on. They will be able to give the commercial attac hé 
a considerable amount of help in getting an understanding of what 
kind of information the businessman needs which we can supply to 
him and which the commercial attachés can send to us. 

These are mainly the people who will be going out. 


TRAVEL OBLIGATIONS 


Mr. Preston. How much have you obligated of the $14,290 ap 
propriated for 19604 

Mr. Macy. Obligations as of December 31, 1959, sir, were 85,173. 

Mr. Presron. You h: ave gone about halfway of the fiscal year and 
you have not used half of your travel, have you / / 

Mr. Macy. We had to commit ourselves to some travel in the next 
6 months which I hope will bring us up no higher than the $14,000 
we are talking about here. 

Mr. Preston. What is it, Mr. Macy ? 

Mr. Macy. Mr. Chairman, three of us will be going to a meeting in 
San Francisco on February 1 and 2 to meet with most of the ex 
porters and importers, eae interested in international trade, and 
chamber of commerce representatives, for a 2-day session on our whole 
business. In other words, all of the questions that these people have 
been able to accumulate to bring to us at those meetings will be dis 
cussed. This is done very carefully, with the people being notified 
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of the meeting 6 weeks or more ahead. Through the field offices we 
ask them to send in the kind of questions they want discussed on trade, 
on investment, on conditions in certain countries—any aspect of in- 
ternational trade, international investment, or international travel. 
We spend 2 days with them discussing these vairous problems, and at 
the same time we try to get help from them on the kind of services 
they really want. In other words, we try to keep our program geared 
to their needs. 

Mr. Preston. Talk about the travel aspect of it, will you? Not the 
objectives of the meeting so much, but the travel aspects of it. How 
many people will be involved in it and how much money will be re- 
quired, do you know ? 

Mr. Macy. Out of this budget there will be three people going 
to San Francisco. 

Mr. Anperson. About $1,500. 

Mr. Macy. $1,500 will cover those three people. 

On February 15 and 16 we are going to Atlanta for a southeast 
group meeting of the same kind. The first one we held in the South- 
east was heid in Savannah last year. We plan those every 6 months, 
but this year we are holding only one because of our budget limita- 
tions. 

We have anywhere from 60 to 80 of these people attending these 
meetings, and they are the people who actually do the work of export- 
ing and importing and servicing exports and imports in those areas. 


ACTUAL NUMBER OF INCREASED POSITIONS REQUESTED 


Mr. Preston. I am curious about one fact. You have 258 people 
working for you outside of E — Control. 

Mr. Macy. That is correct, 

Mr. Preston. That is 25 sai than the permanent positions carried 
in the justifications. That is correct, is it not ? 

Mr. Macy. That is correct, sir. 

Mr. Preston. The justifications show that you seek 94 additional 
positions 

Mr. Macy. May I explain these tables? 

Mr. Preston. And the permanent positions at 377. 

Mr. Macy. That is correct. 

Mr. Preston. So actually what you are seeking is not 94, but 94 plus 
25, is it not ? 

Mr. Macy. From our present level of employment we are seeking an 

additional 119 people. During 1959, just prior to the end of fiscal 
year 1959, we had 293 people. When we saw we were going to get a 
reduced budget in fiscal 1960 we were able to get off the payroll only 
10 people before June 30. This maximum of 283 positions in 1960 1s 
the number we had on board July 1, and we immediately started a re- 
duction-in-force in order to live within our 1960 fiscal vear budget. 
Through this reduction-in-force process, we reduced 25 positions, 
bringing us down to our 258 positions. 

The situation is that we are asking for 119 positions above our 
present employment. We are asking for the 94 which shows up in 
table on page 405, which is the difference between maximums for the 
2 years. 
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Mr. Preston. Yes. But in effect, you are seeking 119 new positions 
instead of 94, 

Mr. Macy. Yes, 119 in addition to what we have on board right 
today. 

Mr. Preston. So if we failed to ask the question, “How many people 
do you have on the rolls at the moment ?” we would be assuming you 
have 283 by looking at this. 

Mr. Macy. No, the book indicates that we had on board November 
30, 1958, 258 people. That is shown on page 405, sir. 

Mr. a I was looking at this document [indicating]. 

Mr. Nretson. If I may, Mr. Chairman, I would like to mention to 
the committee in the presentation of any prior year amount, it is re- 
quired that we show the number of positions that are a re- 
gardless of whether the people are not there later in the year. This 
is why you see this change which Mr. Macy is referring to. 

The other thing which Mr. Macy did not mention is that with the 
reduction we took last year we had to reduce the personnel in the 
Bureau. 

Mr. Preston. Mr. Rooney ? 


DUPLICATION OF STATE DEPARTMENT ACTIVITIES 


Mr. Rooney. In connection with these requested additional posi- 
tions, I note on page 426 of the justifications you ask for four new 
positions in connection with studies on problems created for American 
business by East-West economic competition. 

Mr. Macey. That is correct, sir. 

Mr. Rooney. It was only last year in the Department of State ap- 
propriation bill that the House and Senate allowed 16 positions in the 
Oftice of the Under Secretary for Economic Affairs in the State De- 
partment for this very same purpose. Congress allowed the full num- 
ber, the 16 positions requested. Now we find that you want four 
positions in connection with exactly the same thing. 

Mr. Kearns. Could I answer that ? 

Mr. Roonry. I hope someone will. 

Mr. Kearns. The State Department request, I presume, was in con- 
nection with their statutory responsibilities of being able to meet the 
foreign political relations. Ours is in connection with our responsi- 
bilities to American business, which is constantly asking us questions 
as to the trade posture of the United States vis-a-vis that of the Com- 
munist countries. Inasmuch as this is becoming an increasingly im- 
portant factor in our competitive position, we have to have some facili- 
ties to answer this question. 

Mr. Roonry. The House report, in allowing the full number of posi- 
tions requested, to wit, 16, stated that these were to “concentrate on 
and combat international Communist activit les of an economic char- 
acter on a worldwide basis.” Is that not pr actically the same as what 
you say at page 426 of these justifications is the purpose for requesting 
these four additional positions ? 

Mr. Kearns. Not exactly, Mr. Rooney. For example, we have a 
request which comes to us -and we 





have these occasionally—for our views and our studies upon this very 
subject, and we have to be prepared to respond to such a request. 
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Mr. Rooney. In other words, you want these four people so as to 
be able to answer a particular committee of the Congress that makes 
inquiry with regard to this subject? 

Mr. Kearns. This is what we might call one of our customers, but 
this is the type of thing we are answering. 

Mr. Roonry. Let us see if we cannot get this right on the table. 
These 16 positions we allowed the State De partment in their Bureau 
of Economic Affairs or for the Office of the Under Secretary for Eco- 
nomic Affairs were to combat communism on the economic front. 
Is that not exactly the same as the purpose that you state at page 426 
is the reason for asking for these four positions ? 

Mr. Kearns. No, sir; I think not. 

Mr. Rooney. In what respect is it different ? 

Mr. Kearns. Our interest is essentially in serving business needs 
in this area. We have the closest coordination with the State Depart- 
ment and their facilities. Quite often the same information must be 
interpreted and analyzed from a different end use for their purposes 
than for ours. These four people we are asking for are to accumu- 
late, to analyze, and to have available for American businessmen 
engaged in foreign trade the information which will be responsive—— 

Mr. Rooney. You state on page 426 that you wish to meet. this 
situation, referring to Soviet economic offensive, by undertaking 
special studies of Soviet commercial and investment tactics, espec ially 
in the Far East, the Near East, and in Latin America. That is ex- 
actly the purpose for which the new staff was added in the State 
Department. 

Mr. Kearns. The only difficulty is—— 

Mr. Rooney. I have not heard you say anything yet which dispels 
the thought I had at the outset. Here is your opportunity. 

Mr. Kearns. I simply say that we have to respond to the requests 
of business. The State Department does not. This is our effort to 
meet these requests as they come in. I think with the four people 
we can do that. 

Mr. Roonry. To me this is absolute duplication. You are trying 
to get. on the same sort of bandwagon as is the job of the State De- 
partment. The same applies to vour project No. 8 at page 427 of 
these justifications, where you ask for five new positions for field 
work on U.S. foreign business and liaison with the U.S. Foreign 
Service. I do not think we need even to discuss that, as far as I am 
concerned. It is utter duplication. You are getting in the same 
business as is the State Department, which Department. is properly 
in that business, 

Mr. Krarns. Mr. Rooney, to carry that argument on further, vou 
could rationalize that there would be no need at all for the Bureau 
of Foreign Commerce, and T presume some people may agree with 
that. However, the consumers, the people, the customers. the busi- 
nesses which are engaged in international trade, do not feel that way 
about it. They believe that they must have this analysis made upon 
the basis of the need of all types of business. 

Mr. Rooney. I have been under the impression that the Bureau 
of Foreign Commerce got along much better prior to a few vears ago 
when they were in their proper area. There has been a concentrated 
effort within the last couple of years to start a new foreign service 
for this Bureau. 
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Mr. Kearns. Mr. Rooney, that isn’t correct. We are trying to 
meet the needs of our customers and we are trying to get the facilities 
to do it. We are not attempting to take over any prerogatives or re- 
quirements or functions or anything else. 

Mr. Rooney. All a business firm needs to do is write a letter to the 
Embassy abroad and get the commercial attaché to give the answer, 
just like that ‘Tennessee firm a while ago that wanted to know if a for- 
eign firm was solvent. 

I do not have any more questions. 

Mr. Macy. Under this project No. 8 we have been asked by the 
State Department to have our people go out on occasion to work with 
the commercial attaché. 

With further reference to the question the chairman asked relative 
to who would be traveling abroad, this is the project under which 
that would be handled. It does not mean that five people would do 
this, but five positions are necessary in order for us to work more 
closely with the Foreign Service abroad. 

Mr. Presron. Mr. Horan, have you any questions / 

Mr. Michel. 


EQUIPMENT 


Mr. Micnen. I have just one question. In response to a ae gr 
the chairman propounded on office equipment, did I understand that 
$55,000 was to be for desks, and did I hear the figure $500? 

Mrs. CHamerrs. Chairs, desks, typewriters, office machines, and so 
forth. It is to equip the new people. 

Mr. Micuev. Was there any allocation per employee 4 

Mrs. CrrAmpers. It was estimated on the basis of an average of $500 
per new employee. 


Mr. Micuen. Thank you. 


OBJECT CLASSIFICATION 


Mr. Horan. Mr. Chairman, one thing troubles me here a little bit, 
if I may ask Mr. Chambers about this. 

Why do you have under “Other contractual services” the contribu- 
tions to the employee insurance program; contributions to the retire- 
ment fund in another part of the budget, “Grants, subsidies and con- 
tributions”; and then contributions to the civil service retirement 
fund under “Taxes and assessments”? Why do you not put those all 
in one place? 

Mrs. Cuampers. The Bureau of the Budget and the Treasury De- 
partment prescribe the object classifications. The insurance bill 
which was passed by Congress does go under “other contractual 
services.” The new health benefit program is supposed also to go 
under “other contractual service. 

Mr. Horan. I want to make the observation it does not clarify it 
for me in going over this budget at all to have them strung all over 
the lot when they are all related appropriations. 

Mr. Macy. Mr. Congressman, we put it in the budget where they 
tell us to. 

Mr. Horan. Thank you. That isall. 
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Export Contro! 


Program and financing 


1959 actual 1960 estimate | 1961 estimate 


Program by activities | 














1. Export control (total program costs $3, 115, 164 $2, 803, 891 | $2, 730, 000 
2. Relation of costs to obligations 
Costs financed from obligations of other years, net 
(- : -3, 891 ae 
Obligations incurred for costs of other years, net 12, 509 70, 000 
7 Total program (obligations 3, 127 2, 800, 000 2, 800, 000 
Financing: Unobligated balance no longer availabk 45,7 | 
Appropriation (new obligational authority 3, 173, 400 2, 800, 000 2, 800, 000 
Object classification 
1959 actual 1960 estimate | 1961 estimate 
Total number of permanent positions- 260 228 
Average number of all employees 238 217 
Number of employees at end of year 217 225 
Average GS grade and salary 8.4 $7,110 | 84 $7,185 | 8.4 $7, 199 
01 Personal services | 
Permanent positions $1, 711, 167 $1, 557, 673 $1, 552, 303 
Other personal services 6 955 12, 541 6. 192 
alae 
Total personal services 1, 718, 122 1,570 214 1, 558, 495 
02 Travel | 10, 344 10. 400 10, 600 
03 Transportation of things 53 600 | 600 
04 Communication services 56, 556 55, 600 55, 600 
06 Printing and reproduction 54, 461 | 54, 836 55, 000 
07 Other contractual services 10, 864 9, 950 22, 055 
Services performed by other agencies 1, 148, 778 983, 000 983, 000 
08 Supplies and materials_- 9,919 10, 600 | 10, 600 
09 Equipment 7, 465 2, 200 2, 200 
11 Grants, subsidies, and contributions 108, 751 102, 100 | 101, 350 
13. Refunds, awards, and indemnities 1, 562 Bik ats 
15 Taxes and assessments... 312 500 | 500 


Total obligations 3, 127, 673 2, 800, 000 | 2, 800, 000 


Mr. Preston. I would like to insert in the record at this point the 
proper data concerning export control which we will take up very 
briefly. It is found on page 49 of the committee print, page 433 of 
the justifications. We will insert page 433 through page 435 of the 
justifications. 

(The pages referred to follow :) 


Summary of requirements 


Appropriation, 1960 (regular bill) , . $2, 800, 000 
Add: Cost of health benefit program 21, 705 
Deduct: Nonrecurring, extra compensable day-.- 6, 270 

Base for 1961_- 7 2, 815, 435 


Net difference—1961 over 1960— 





Requirements | Difference, 
increase (+) 
| or de- 

1960 1961 | crease (—) 


adjusted estimate 


Export control... $2, 815,435 | $2, 800, 000 —$15, 435 —15, 435 





Total estimate of appropriation, 1961............----- 2, 800, 000 
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Mr. Preston. This represents a decrease in the amount of $15,435, 
and a decrease of five positions. In Mr. Kearns’ testimony contained 
in the general statement, he indicated there would be no changes in 
the export control program as far as he could see at this time. 

I believe the Congress has under consideration legislation to extend 
export controls. 

Mr. Kearns. That is right. 

Mr. Preston. Would you tell us offhand—if you can, if not, for the 
record—how many objects or items are still under control ? 

Mr. Macy. I would like to have Mr. Borton at the table. As you 
know, Mr. Borton administers this program within the Bureau of 
Foreign Commerce. I believe he can answer your questions firsthand. 

Mr. Borron. There are 856 items at the present time, Mr. Chair- 
man. That shows the figures for 1958 and 1959. 

Mr. Preston. Actually, you have more on the list now than you 
had in 1958. 

Mr. Borron. Yes, sir. On June 1 of last year, the Department of 
State, Office of Munitions Control, asked us to take over the licensing 
of civilian aircraft and component parts. That is the reason for the 
increase, 

Mr. Presron. I noticed that in the justifications. 

We shall insert this chart in the record. 

(The chart referred to follows :) 


OFFICE OF Export SUPPLY 


Operating analysis (average weekly output, cases in process, personnel, and positive 
list analysis) 


Positive list analysis (number 
Output | Casesin | Person- | of entries last day of quarter) 


Quarter (average | process nel = . ss 
weekly) | 
RO R Total 
1958 | | 
January to March 3, 920 2, 160 177 | 812 102 | 914 
April to June 3, 580 1, 810 171 817 105 922 
July to September 3, 380 1, 790 158 816 105 921 
October to December 2, 840 690 149 | 672 98 770 
1959 | 
January to March 1,910 977 | 138 | 701 98 799 
April to June | 1, 980 1, 353 | 136 775 100 875 
July to September 2, 120 1, 098 134 773 103 876 
October to December 2, 330 1, 466 133 770 96 | 866 


Mr. Preston. Any questions on this item ‘ 
TRANSFER TO BUREAU OF CUSTOMS 


Mr. Rooney. This would mean a reduction in the amount trans- 
ferred to the Bureau of Customs from $932,000 to what ¢ 

Mr. Macy. I believe we transferred $900,000. 

Mr. Roonry. You had authority to transfer $932,000, did you not ? 

Mr. Macy. We had authority to transfer up to $932,000. $900,000 
was transferred, and that is the figure in here for next year. 

Mr. Rooney. Do you propose to transfer any additional funds 
this year up to $932,000 
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Mr. Macy. No. The full $900,000 that we have transferred will 
be the amount for the year. 

Mr. Rooney. That isall. 

Mr. Preston. Any further questions? If not, we thank you very 
much, gentlemen and lady, for your appearance and the informa- 
tion given the committee. 

Mr. Kearns. Thank you, Mr. Chairman. 


Fripay, JANUARY 15, 1960. 


BUREAU OF PUBLIC ROADS 
WITNESSES 


BERTRAM D. TALLAMY, FEDERAL HIGHWAY ADMINISTRATOR 

ELLIS L. ARMSTRONG, COMMISSIONER 

JAMES C. ALLEN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 
TION 


Mr. Preston. The next item we shall take up is the Bureau of 
Public Roads, found on page 94 of the committee print and on page 
800 of the justifications. 


JUSTIFICATION OF THE ESTIMATES 


We shall insert in the record at this point pages 801 through 807 of 
the justifications. 
(The pages referred to follow :) 
GENERAL STATEMENT 
The estimates for the Bureau of Public Roads for fiscal year 1961. total 
$2,722 million, a decrease of $340 million below the amount appropriated for 


fiscal year 1960. This decrease is virtually all attributable to the Federal- 
aid highway program as indicated in the summary tabulation below: 


Summary of appropriations 
Y Oj aq 


Estimate 1960 | Estimate 1961 Difference 
General fund appropriations 
Forest highways $30, 000, 000 5 —$30, 000, 000 
Public lands highways-. 4, 000, 000 — 4, 000, 000 
Subtotal 34, 000, 000 | —34, 000, 000 
Proposed rescission: Forest highways — $6, 000, 000 —6, 000, 000 
Total, general fund 34, 000, 000 | —6, 000, 000 — 40, 000, 000 
Trust fund appropriations: 
Federal-aid highways. 3, 028, 000, 000 2, 689, 000, 000 | —339, 000, 000 
Forest highways 36, 000, 000 | +36, 000, 000 
Public lands highways-. 3, 000, 000 | +3, 000, 000 
Total, trust funds_- 3, 028, 000, 000 2, 728, 000, 000 — 300, 000, 000 
Total, all funds. __- 3, 062, 000, 000 2, 722, 000, 000 —340, 000, 000 
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FEDERAL-AID HIGHWAYS 


Increased authorizations for fiscal years 1959 and 1960 and the suspension of 
the pay-as-you-go provisions of the 1956 act which were provided in the Highway 
Act of 1958 created a deficit balance in the highway trust fund at the end of 
fiscal year 1960 of $500 million increasing to $1 ‘billion by the end of fiscal year 
1961 even if no apportionment were made for fiscal year 1961 and only a maxi- 
mum apportionment of $500 million were made for fiscal year 1962. To correct 
this situation and to provide for continuing the highway program at the author- 
ized rate the budget for fiscal year 1960 proposed a temporary increase in the 
motor fuel tax of 1% cents beginning July 1, 1959, and continuing through 
fiscal year 1964. The Congress in enacting the Highway Act of 1959 provided a 
1 cent per gallon increase effective October 1, 1959, and extending through fiscal 
year 1961. In addition this act provided for a transfer from the general fund to 
the highway trust fund of one-half of the present excise taxes on automobiles 
and five-eighths of the present taxes on parts and accessories for the period July 1, 
1961, through June 30, 1964. Further, the act reduced the interstate authoriza- 
tion for fiscal year 1961 by $500 million. 

The delay in enactment of the legislation and the failure to provide the full 
increase requested resulted in a reduction of about $1 billion in anticipated 
revenues through June 30, 1964. 

On the basis of estimated revenues accruing as a result of the 1959 act and the 
reinstitution of the pay-as-you-go provisions of the 1956 act it was necessary 
to reduce the apportionment for the interstate program for fiscal year 1961 from 
the amount authorized of $2 billion to $1.8 billion. It will also be necessary to 
reduce the 1962 apportionment from the authorized rate of $2.2 billion to $2 
billion. 

Further, in order to comply with the intent of the language in the conference 
report on the mutual security and related agencies appropriation bill for 1960, 
which provided an additional appropriation of $188 million in the Federal-aid 
highway trust fund and authorized a general fund advance to the trust fund in 
the amount of $359 million, it was necessary to restrict obligations during fiscal 
year 1960 so that the Bureau could repay the advance prior to June 30, 1960, and 
also reimburse the States in full for the Federal share claimed during the fiscal 
year. This directive was accomplished through a procedure known as reimburse- 
ment planning. An obligational authority of $2.7 billion for which the States 
can expect prompt reimbursement was established for the country as a whole and 
was scheduled by specific time periods during the year so as to reduce to the 
maximum extent possible the impact of obligations incurred during fiscal year 
1960 on expenditures for that fiscal year and for fiscal vear 1961. The States may 
obligate within their apportioned funds at a greater rate than their proportionate 
share of the $2.7 billion provided they agree to defer claim for reimbursement 
until the highway trust fund has sufficient balance to make such reimbursements. 

The budget estimate for fiscal year 1961 provides for continuation of the reim- 
bursement planning program although the obligational authority will approxi- 
mate $2.875 billion or an increase of about $175 million over 1960. 

The effect of this program is reflected in the expenditure estimates for the 2 
fiscal years involved. It is anticipated that there will be a balance in the high- 
way trust fund as of June 30, 1960, of $9 million and this balance is expected to 
increase to $105 million by June 30, 1961. 


GENERAL ADMINISTRATIVE EXPENSE LIMITATION 


The request for “Administration and research” in the amount of $29,900,000 
provides an increase of $400,000 over the amount authorized for fiscal year 1960. 
After adjustment of the 1960 authorizotion for nonrecurring items and the ecst 
of the health benefits program the increase over the adjusted base is $1,234,000. 
This increase provides for the full vear cost in 1961 for those positions which 
were authorized for only a part of fiscal year 1960. The estimate provides for 
4 modest number of additional positions for fiscal vear 1961. The additional 
program planning and financial controls that have been required as a result of 
the 1958 and 1959 Federal-Aid Highway Acts and the reouirement for greater 
emphasis on the review of the various steps in the processing of a project will 
lore than offset the decrease in the program for fiscal year 1960. 
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FOREST HIGHWAYS 


The budget for fiscal year 1961 again provides for tinancing this program from 
the highway trust fund. The estimate provides for total expenditure require- 
ments in 1961 of $36 million of which $30 million is new cash requirements and 
$6 million offsets the proposed rescission of the estimated general fund unex- 
pended balance as of June 30, 1960. 

The appropriation of $36 million will liquidate all of the authorizations through 


_—— 


fiscal vear 1960 and $750,000 of the 1961 authorization. 
PUBLIC LANDS HIGHWAYS 


The budget for fiscal vear 1961 also proposes trust fund financing for this 
program, The appropriation request of $8 million represents a reduction of $1 
million from the amount appropriated for fiscal year 1960, 

The appropriation request will completely liquidate all authorizations through 
fiscal year 1961. 

GENERAL FUND ADVANCE 


Although revenues available for payments to the States for Federal aid will 
exceed expenditure requirements for fiscal year 1961 it will again be necessary 
to provide an advance from the general fund to meet promptly the requests for 
reimbursement submitted by the States during the course of the vear. It is 
anticipated that the advance will be repaid in full prior to June 30, 1961, 
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GENERAL STATEMENT 


Mr. Presron. At the outset we would like to have a statement from 
the Administrator of the Bureau, Mr. Bert D. Tallamy. 

I may say it is always a pleasure to hear from you, Mr. Tallamy. 
You bring us interesting information about your work. Speaking 
for myself, I want to express the great faith I have in you as an 
administrator, and in your ability to handle the farflung programs 
you are dealing with. I recognize, of course, you have a colossal job 
and the control is not always in your hands, and that much of your 
success depends upon how the State highway departments operate. 

Mr. Tattamy. That is right. 

Mr. Preston. We know those things. 

We will be delighted to hear from you now. Do you have a pre- 
pared statement ? 

Mr. Tatiamy. I have a prepared statement, but it is quite detailed 
and lengthy, and in the interest of saving your time I would suggest, 
if you will agree, that I file this for the purpose of the hearing and 
then speak extemporaneously on the major points in the prepared 
statement. 

Mr. Preston. That will be agreeable. 


(The statement referred to follows:) 
STATEMENT OF Mr. B. D. TALLAMY 


Mr. Chairman and members of the committee, I am pleased to appear before 
you today in support of the estimates for the Bureau of Public Roads for fiscal 
year 1961. 

Legislation enacted in 1956 and subsequently amended in 1958 and 1959 
provides for a greatly expanded Federal-aid highway program for improvement 
of the Interstate Svstem and other Federal-aid primary. secondary and urban 
highways (so-called ABC program). The program is financed from revenues 
accruing to a specinl highway trust fund established by the Highway Revenue 
Act of 1956 for the 16-year period from July 1, 1956, through June 30, 1972 

Under this expanded program, authorizations totaling over $25 billion have 
been provided for improvement of the Interstate System during the fiscal years 
1957 through 1972. Apportionments of interstate funds to the States have been 
made in the amounts of $1 billion for fiseal 1957, $1.7 billion for 1958, $2.2 billion 
for 1959, $2.5 billion for 1960, and $1.8 billion for fiseal 1961. 

Authorizations for the ABC program are provided biennially. Funds author- 
ized under legislation enacted in 1958 have been apportioned to the States in the 
amounts of $900 million for the fiscal year 1960 and $925 million for the fiscal 
year 1961. <A draft bill to provide for ABC authorizations for the fiscal years 
1962 and 1963 will be submitted by the Department of Commerce to this session 
of Congress. 

Substantial progress has been made since the beginning of the expanded pro- 
gram 3145 vears ago. For the interstate program, contracts have been adver- 
tised and funds obligated for preliminary engineering and right-of-way acquisi- 
tion at a total cost of $7.011 billion, including $6.012 billion of Federal funds. 
These contracts involve improvement on 9,109 miles of interstate highways. 
During this same period interstate projects involving 5,793 miles have been 
completed at a total cost of $2.335 billion including $1.960 billion of Federal 
funds. 

For the ABC program, including the special authorization under the 1958 act 
of $400 million, contracts have been advertised and funds obligated for pre 
liminary engineering and acquisition of rights-of-way during this pcriod totaling 
$6.382 billion involving $3.386 billion of Federal funds. These contracts pro- 
vide for improvement of 89.174 miles of highway. Since July 1, 1956, construc- 
tion has been completed on 94,493 miles at a total cost of $5.646 billion, of which 
$2.978 billion was the Federal share. 
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Additional summary data covering progress of the interstate and ABC pro- 
grams from July 1, 1956, through December 31, 1959, is shown in the attached 
table 1. 

(The table referred to follows :) 


TABLE |. Slatus of the Federal-aid highway program as of Dec. 31, 1959 


INTERSTATE PROGRAM 


Number | 
Project Status of con- Total Federal Project | Number of 
struction cost funds miles bridges 


| projects | 


Programed only 616 | $971,640, 283 | $861, 178, 638 1, 454.5 | 1, 106 


Authorized July 1, 1956, to date: | 






Preliminary engineering i 465, 686, 901 411, 169, 320 ws 
Right-of-way acquisition 1, 714, 756, 464 |1, 359, 811, 612 
Construction 
Contracts advertised 163 167, 105, 717 148, 660, 063 199. 6 299 
Contracts awarded 171 173, 256, 702 151, 600, 663 293. 7 250 
Under construction or com- | 
pleted 3, 200 |4, 490, 408, 703 |3, 941, 185, 122 8, 615.8 7,991 
rotal authorized 3, 534 (7,011, 214, 487 |6, 012, 426, 780 9, 109.1 8, 540 
Construction completed July 1, 1956, 

o date 2,082 |2, 335, 154, 228 |1, 959, 563, 135 5, 792.7 | 4, 616 
Unprogramed balance ‘ ..-|2, 428, 887, 850 . a 
ABC PROGRAM? 

Programed only. Saad 2,408 | $582,611, 708 | $311, 420, 587 6, 361. 4 1, 271 
Authorized July 1, 1956, to date 
Preliminary engineering 126, 645, 257 68, 865, 786 Awencbios sat 
Right-of-way acquisition 359, 175,205 | 182,741,734 
Construction 
Contracts advertised 434 194, 001, 592 101, 983, 671 1, 304.0 307 
Contracts awarded 387 148, 962, 762 79, 465, 197 776. 1 225 
Under construction or com- | 
pleted 24,172 |5, 553, 527,710 |2, 953, 321, 290 87, 094. 4 14,195 
rotal authorized 24,993 (6, 382, 312, 526 |3, 386, 377, 678 89, 174.5 14, 727 
nstruction completed July 1, 1956, 
to date ! 25, 648 |5, 646, 363, 183 | 2, 977, 443, 512 94, 493. 2 15, 526 
nprogramed balance a 969, 149, 634 
Includes completed projects authorized prior to July 1, 1956 


? Includes $400 million special authorization 


The Federal-Aid Highway Act of 1958 provided increased authorizations of 
interstate and ABC funds for the fiscal years 1959, 1960, and 1961, and also 
Suspended the pay-as-you-go provisions of section 209(g) of the Highway 
Revenue Act of 1956 with respect to apportionments for the fiscal years 1959 and 
1960. The effect was to create an unbalance between revenues accruing to the 
highway trust fund and the expenditure requirements of the fund. 

The proposal in the 1960 budget for a 1%-cent per gallon temporary increase 
in the motor-fuel tax effective July 1, 1959, and continuing through fiscal year 
1964 would have permitted the interstate program to continue at the $2.5 billion 
level through fiscal year 1961 as authorized by the 1958 act. However, the 
legislation enacted in 1959 provided for only a 1l-cent per gallon increase in 
motor-fuel taxes to be effective October 1, 1959, and continuing through fiseal 
year 1961, plus a transfer of part of the excise taxes on automobiles and ac- 
cessories and parts for a 8-year period starting with fiscal year 1962. The 
additional revenue thus provided was not suflicient to continue the interstate 
program at the authorized rate. Accordingly, the 1959 legislation reduced the 
interstate authorization for fiscal year 1961 from $2.5 billion to $2 billion. 

Under the provisions of section 209(g) of the 1956 act, only $1.8 billion of 
the $2 billion authorized for the interstate program for fiscal year 1961 could 
be apportioned. The 1961 funds were apportioned to the States on October 
Ss, 1959. It is anticipated that only $2 billion of the $2.2 billion authorized for 
oe year 1962 can be apportioned under the pay-as-you-go provisions of the 
956 act. 
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Furthermore, the anticipated revenues accruing to the highway trust fund 
under the provisions of the 1959 legislation are not sufficient to permit the 
States to utilize all unobligated balances of prior apportionments, which totaled 
$2.771 billion as of June 30, 1959, plus the additional funds provided by the 1961 
apportionment. This fact was taken into consideration in developing estimates 
of obligations that could be made in fiscal 1960. 


REIMBURSEMENT PLANNING 


The revenues accruing to the highway trust fund under the 1959 act will 
provide for prompt reimbursements to the States for all contract obligations 
which had heen incurred by the States prior to July 1, 1959, plus $2.7 billion 
of new or additional obligations which can be made during the fiscal year ending 
June 30, 1960. 

The sum of $2.7 billion was distributed to States on the basis of $1.8 billion 
of interstate funds and $900 million of ABC funds, as shown in the attached 
table 2. The $1.8 billion distribution of interstate funds was made on the basis 
of the 108(d) factors which are now in force for apportioning interstate funds, 
and the $900 million distribution of ABC funds was made on the basis of the 
total apportionment of 1961 ABC funds, with provision in all cases that the 
total amounts made available to each State for contracts to be reimbursed 
promptly from the trust fund would not be less than the sum of (1) all of the 
unobligated balance of 1958 funds, plus (2) 50 percent of the unobligated balance 
of 1959 funds as of June 30, 1959. 

(The table referred to above appears on p. 481.) 

The objective was to distribute the amounts available for such obligations 
on an equitable basis while insuring that each State would receive at least an 
amount sufficient to permit utilization of all prior years’ apportionments which 
might be endangered by operation of the lapse provisions of the law. The total 
amount shown for each State may be used for either interstate or ABC projects 
without regard to the breakdown used to develop each State’s share. 

Within the reimbursement planning obligation schedules thus established 
for the fiscal year 1960, it was necessary to establish ceilings at a lower rate in 
the first half of the fiscal year compared to the latter half of the veor. Such 
scheduling was vital in carrying out the intent of Congress that the full amount 
of the repayable advance of $359 million appropriated in the 1960 Mutual 
Security Appropriations Act be returned to the Treasury without the necessity 
of having to administratively control the poyment of vouchers at the close of 
the fiscal year. It was pointed out to the House Ways and Means Committee 
at the time the revenue provisions of the 1959 act were under consideration that 
expenditure requirements during fiscal vear 1960 would be $107 million in 
excess of anticipated revenues in the highway trust fund. The objective of 
the reimbursement planning scheduling is to keep expenditures within the 
limitations of the trust fund revenues for the fiscal vear 1960 and subsequent 
years. 

The 82.7 billion of reimbursable obligations during fiscal vear 1960 compares 
with interstate and regular ABC obligations totaling $3.163 billion during fiscal 
vear 1959, $2.727 billion during fiscal 1958, and $2.212 billion during fiscal 1957. 

The reimbursement planning schedule indicates the maximum amounts which 
States may obligate during fiscal year 1960 and be assured of prompt reim- 
bursement. However, any State may proceed to obligate apportioned funds at 
a faster rate than is indicated by the $2.7 billion schedule provided it is under- 
stood and agreed to by the State that reimbursement of the additional Federal 
funds invelved will not be claimed until such future date as funds are available 
in the highway trust fund to liquidate such obligations. 

Tnder the reimbursement planning schedule, obligations for fiscal year 1961 
will be limited to approximately $2.874 billion, which is composed of $874 mil- 
lion—the amount authorized for fiscal year 1961 for the ABC program—less 
one-half of the temporary advance authorized by the 1958 act, and &2 billion 
for the interstate program. 

The effect of the reimbursement planning program is reflected in expenditure 
estimates for the fiscal vears 1960 and 1961. Expenditures from the highway 
trust fund are estimated at $3.028 billion for the fiscal year 1960 and $2.728 
billion for fiscal 1961. It is anticipated that there will be a balance of $9 million 
in the hiehway trust fund as of June 30, 1960, and the balance is expected to 
increase to $105 million by June 30, 1961. 
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REPAYABLE ADVANCE 


A “General fund” item in our budget request for fiscal year 1961 provides for 
a repayable advance from the general fund to the highway trust fund in the 
amount of $200 million to enable the Bureau to reimburse the States promptly 
during the course of the fiscal year. The rate of expenditures during the first 
part of the fiscal year exceeds revenues accruing to the fund. It is anticipated 
that $25 million of this advance will be required in July 1960 and additional 
increments will be needed during October and November. It is expected that 
revenues will begin to exceed expenditure requirements in January 1961 and 
that the full amount of the advance with interest will be repaid to the general 
fund prior to June 30, 1961. 

Highway trust fund revenues, expenditures and balances for the period July 1, 
1956, through December 31, 1959, and estimated data for the period January 1, 
1960, through June 80, 1961, are shown in the attached table 3. 

(The table referred to appears on p. 483.) 

The request for fiscal year 1961 for the “General administrative expense 
limitation” in the amount of $29.9 million represents an increase of $400,000 over 
the limitation authorized for fiscal year 1960. After adjusting for the mandatory 
costs of the health benefits program and for nonrecurring items, such as the one 
less compensable day in 1961, completion of financing of the Illinois test road 
project, and air conditioning of the research laboratory at Langley, the increase 
for fiscal year 1961 is $1,234,000 over the adjusted limitation for fiscal year 
1960. Approximately half of the adjusted increase is attributable to the full 
year cost in 1961 of positions and equipment rental authorized for only a part 
of fiscal year 1960. 

The 1961 estimate provides for only 77 additional positions. Of these positions, 
25 are being requested for the Washington headquarters, in the Office of 
Engineering, Office of Administration, and the Office of General Counsel. It is 
essential that staff strengthening in these offices be provided to meet the heavy 
workload demands of the program. 

The increase for the Office of Engineering will provide assistance to (1) ex- 
pand the activities of developing and implementing master plans for arterial 
highways in urban areas; (2) expedite the review and development of new 
design criteria, standards, and practices applicable to Federal-aid work; (3) 
provide further engineering control to insure the most economical design practices 
and keep costs to a minimum; and (4) prepare reports required to be submitted 
to the Congress. 

The Bureau is giving emphasis to the financial management operations of 
the highway program. To further improve these operations, a financial man- 
agement improvement program has been developed and is underway that will 
meet the best professional standards and satisfy all legal and management re- 
quirements. The modest increase for the Office of Administration provides for 
strengthening the financial management staff in the Washington office. 

The workload in the Office of the General Counsel has increased substantially 
over the past 2 years and is expected to further increase. It is essential that 
additional legal and secretarial staff be authorized to enable the General Coun- 
sel to provide the quality and quantity of legal services in the Bureau and for 
the various levels of the executive and legislative branches. 

An increase of 52 positions is being requested to augment the presently 
authorized field staffing. 

Additional highway engineers are requested for assignment to several of our 
division offices in the field. The necessity for reimbursement planning proce- 
dures in the Federal-aid program has increased the work of field engineering 
personnel in the cooperative development with the States of priority of projects 
for construction. Increased emphasis will be placed upon the Bureau’s review 
of projects at the programing stage, and intensive engineering studies and re- 
views will be required to insure the maximum amount of highway facilities to 
serve the users within available authorizations. 

The workload of the audit program of the Bureau continues to increase as 
the great number of projects started in fiscal years 1958 and 1959 reach com- 
pletion. The budget request for fiscal year 1961 provides for additional auditors 
to assist the Bureau in maintaining the audit program on a current basis. 

The acquisition of rights-of-way for highways is an important part of the 
Federal-aid program. It is essential that the Bureau of Public Roads exercise 
close surveillance over the costs and the manner of acquisition of rights-of-way. 
Additional appraisers are needed to assist in the review of State right-of-way 
activities and procedures and test checking of appraisals. 
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The magnitude of the highway program and the additional controls recently 
instituted to insure that demands on the highway trust fund will not exceed 
estimated revenues in the fund have dictated a strengthening of the financial 
management staff in the field. The Civil Service Commission, based upon the 
additional financial responsibilities placed upon the field organization of the 
Bureau, has recently allocated a regional accountant position in the GS-12 grade. 
The budget estimate provides for such regional accountants in our regional 
offices. In addition to the increases requested for personnel directly involved 
in program activities, administrative and clerical support must be provided to 
assist the engineers, auditors, and appraisers and to relieve them of routine 
clerical operations. 

The budget estimate provides for continuing the junior engineer trainee pro- 
gram for fiscal year 1961. We believe it essential that this minimum recruit- 
ment and training program be continued if we are to provide qualified highway 
engineers to conduct the Federal-aid highway program. 

The increase for the junior engineer training program represents the full 
year cost in fiscal year 1961 of those personnel who were charged to the 
administrative budget for only a part of fiscal year 1960. 

The increases requested for other objects of expenditure are in part associated 
with the increased employment requested for the budget year. Additional funds 
are requested for travel expenses for both Washington office and field personnel: 
rental of office space and GSA automobiles; and additional costs in fiseal year 
1961 for our computer installation. 


FOREST HIGHWAYS 


Authorizations for the forest highway program are included in the biennial 
highway acts. The Secretary apportions these funds as prescribed by the 
authorizing legislation under procedures which take into consideration the area 
and value of the land owned by the United States in the national forests. In 
total, 41 States and Puerto Rico are represented in the apportionment. All 
authorizations through fiscal year 1961 have been apportioned by the Secretary. 
As of December 1, 1959, $17 million of forest highway funds were programed to 
projects, and construction totaling $42.7 million involving 692 miles of improve- 
ment was underway or advertised. 

The budget for fiscal year 1961 again proposes the financing of this program 
out of the highway trust fund. The Secretary submitted to the Congress on 
June 2, 1959. a draft bill which if enacted will authorize the change in financing. 
As you know, the highway trust fund was established to provide financing of 
improvements on the Federal-aid highway systems. Since 82 percent of the 
present forest highways are a part of either the Federal-aid primary or second- 
ury systems, and approximately 95 percent of the remaining forest highways 
which are not presently on one of the Federal-aid systems could be made a part 
of the system at the State’s request, it appears logical to finance the cost of 
forest highways as a part of the overall highway trust fund expenditures. 

Our appropriation request from the highway trust fund for forest highways 
for fiscal year 1961 is $86 million although new cash requirements for the fiscal 
year are estimated to be $30 million. The reason for the larger request is that 
the estimated unexpended balance of $6 million of general fund appropriations 
which would have been available for this purpose are proposed for rescission as 
of June 30, 1960, thereby providing trust fund financing for all payments subse- 
quent to June 30, 1960. 

Draft legislation will be submitted by the Department of Commerce in the 
near future to provide authorization in the amount of $33 million for the forest 
highway program for each of the fiscal years 1962 and 1963. 


PUBLIC LANDS HIGHWAYS 


The next appropriation item provides $3 million for public lands highways 
to liquidate all current authorizations. The authorization for this program is 
provided in the biennial highway acts. The 1958 act authorized $3 million for 
each of the fiscal years 1960 and 1961. Draft legislation will be submitted by 
the Department of Commerce this session to provide authorizations of $3 million 
for each of the fiscal years 1962 and 1963. 

Public lands funds are not apportioned among the States. The selection of 
projects is on the basis of needs of the various States as determined by the 
Federal Highway Administrator on application by the highway departments. 
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The States are not required to participate in the cost of public lands highways 
projects. 

As in the case of the forest highways appropriation request, draft legislation 
has been submitted to the Congress and the Budget again proposes to finance 
this program from the highway trust fund. All currently authorized projects 
are on the Federal-aid systems, in accordance with the policy prescribed by the 
authorizing legislation. The only basic difference between public lands highway 
projects and Federal-aid primary and secondary projects is that there is no 
State matching requirement. It seems logical that public lands highway proj- 
ects be financed from the highway trust fund. 


OUTLINE OF PROGRESS SINCE 1956 ACT 


Mr. Tattamy. I think it might be helpful to you and the committee 
if I gave you a brief outline of the progress we have made since the 
development of the 1956 act, because that is basic to any consideration 
of appropriations we need to carry on our programs. 

I might say that we have been able to keep pace with the program 
up to date, with the apportionments that have been made available. 
At the present time we have obligated funds since July 1, 1956, for 
the development of the interstate highway program for actual con- 
struction, engineering, and the pure hs ase of 1 ights-of-way to the ex- 
tent of $7 billion total cost. For the ABC program, including the 
special program which was advanced in 1958, a total of $6.4 billion 
has been obligated for a grand total cost for construction, rights-of- 
way, and engineering of $13.4 billion. 

The Federal funds that are involved in this amount to $6 billion 
for the Interstate System and $3.4 billion for the ABC for a total of 
$9.4 billion. The work that has been placed under obligation in re- 
vard to this relates to 9,000 project miles for the Interstate Highway 
System. So you will know what the reference to project miles means ; 
it Means in some cases we advance grading and drainage and struc- 
ture work and at a later date on the same project place the pavement 
upon it. If that were the case, then the system mileage, or the mile- 
age you actually ride over, would be about half, but we ha ave accom- 

plished 9 ,000 projec t miles for the interstate program and 89,000 miles 
for the ABC program for a grand total of 98,000 miles of construe- 
tion of one nature or the other. In addition, there has been the pur- 
chase of rights-of-way and the eenEnie nt of detailed engineering 
plans for construction during that 314-year period. 

The work that has been completed during that period has a total 
value of $7.9 billion, $2.3 billion of which relates to the Interstate 
System and $5.6 billion to the ABC program, including the D pro- 
gram. The federal funds involved are $2 billion for the Interstate 
System, $3 billion for the ABC program for a total of $5 billion. The 
actual accomplishments i in construction during that period are 5,793 
miles for the Interstate System, and 94,493 miles for the ABC pro- 
gram for a total of just a little over 100,000 miles of highways com- 
pleted in 314 years. 

It is really a terrific undertaking that has been accomplished, both 
in planning, the awarding of contracts and completion by the State 
qenway departments and the Bureau in such a limited period of 
time. I do not believe that any peacetime construction project has 
equalled its magnitude. It is one that I am certain is going to redound 
to the great benefit of the United States, the traveling public and the 
economy and social progress, and I want to sincerely present that to 
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you so that at least you will know that I feel this legislation that was 
passed in 1956 was a wonderful thing for the country. This is some- 
thing all of us can be greatly proud of. 

The 1956 act was developed in such a manner that it established the 
trust fund, as you know, and then stated that we had to control obli- 
gations against that trust fund in such a manner that we would not 
create obligati ions In excess of the ability of the trust fund to liquidate. 
In fiscal 1958 that provision would have required us to reduce the con- 
struction program from an authorized level for the Interstate System 
of $2.2 billion to $1.6 billion. That same year, 1958, we were con- 
fronted with what appeared possibly to be a recession. So in order to 
develop a program of public works which would act as a retardant 
force to a possible recession; and to continue the Interstate System on 
schedule, regardless of the fact we would otherwise have to cut it back 
to $1.6 billion, the 1958 act increased the authorized level for inter- 
state work from $2.2 billion to $2.5 billion for the fiscal year 1960. It 
slso increased the insterstate authorization for the 1959 fiscal year 
from $2 billion to $2.2 billion. The act also increased the authoriza- 
tion for fiscal 1961 another $300 million, and provided a special fund 
of $400 million in the form of Federal aid for projects on the ABC 
program, and stipulated they had to be placed under contract by 
December 1 of 1958, about 714 months following passage of the 
legislation. 

In other words, because of the reasons I cited these additional au- 
thorizations were made with a still further statement in the legisla- 
tion directing that these apportionments be made without regard to 
the provisions in the 1956 act which stated that we should not create 
obligations which would cause a deficit in the trust fund. 

Mr. Tuomas. That only applied to the fiscal year 1961. 

Mr. Tatitamy. That applied to the fiscal year 1960, 1961, and also 
applied to the additional $200 million which was authorized for 1959. 
It was excepted for just those years. That directive created a financ- 
ing problem because we made the additional funds available to the 
States and awarded contracts. Incidentally, we were able to award 
the $400 million special authorization for ABC work for improve- 
ment. of 12,000 miles of highway in that very limited time with work 
to be completed by December 1 of last year. In accordance with the 
act we also advanced a loan to the extent of a little over $100 million 
to be repaid by the States out of future authorizations. In other 
words, a little over $500 million of special authorizations was obli- 
gated in about 8 months’ time. 

That was, as I say, all accomplished, but it did create beginning 
last year, and continuing this year, an overdraft of the trust fund. 
As a result of the 1958 act the amount of money which was placed 
under obligation in excess of the ability of the trust fund to support 
was $1.6 billion. Obviously, when that $1.6 billion worth of contracts 
began to come to fruition and result. in requests for reimbursements 
on the part of the States, we had to have the money to pay for it. 

Last year, then, to take care of that situation, and to permit the 
program to go along at a substantial rate, though not the full rate, 
the 1959 act was passed. 

The administration’s request was for a cent and a half gasoline 
tax which would have permitted the program to go forward at the 
authorized level. The actual tax authorized was 1 cent additional 
tax to go into the trust fund for a 20-month period beginning Octo- 
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ber 1, 1959, and then starting in the fiscal year 1962 50 percent of the 
existing excise tax on automobiles and five- eighths of the total amount 
now collected on parts and accessories was to be transferred to the 
trust fund. 

This additional revenue to be placed in the trust fund permitted 
us to continue the program. If it had not been for the 1959 act we 
would not have been able to make any apportionment whatsoever for 
the Interstate System last year, the 1959 calendar year. We would 
have been able to make only a $500 million apportionment this year. 
The 1959 act has enabled us then to go ahead with a substantial pro- 
gram to the extent of $1.8 billion for the Interstate Highway System. 

The 1959 act reduced the authorized level of the Interstate appor- 
tionment for fiscal year 1961, which had been established by the 1958 
act at $2.5 billion from $2.5 billion to $2 billion, and of ihe $2 billion 
authorization we were able to apportion for the fiscal year 1961, $1.8 
billion. We also established new procedures to control the rate of 
contracts to be awarded under this new apportionment and to some 
extent with prior apportionments which have not yet been obligated, 
to the extent of $1.8 billion for the Interstate System and $900 million 
for the ABC program, and do so without creating a deficit at the end 
of the year in the trust fund. 


REIMBURSEMENT PLANNING 


In order to accomplish this we developed a procedure which we call 
reimbursement planning, and you gentlemen will hear a great deal 
of that no doubt during the course of the year. That is why I am 
leading up to it, because it is a very important phase of our operation. 

Mr. Preston. Reimbursement planning? 

Mr. Tatiamy. Yes, sir, reimbursement planning. 

Mr. Preston. And this is something new that you have 
inaugurated ¢ 

Mr. Tattamy. Yes, sir. 

Mr. Preston. It has not been put into effect yet? 

Mr. 'Tatuamy. It was put into effect just a few months ago, and 

the necessity for it is that the 1959 act requires us to again live within 
the revenues of the trust fund and in order for us to be sure we can 
live within the revenues of the trust fund we obviously have to make 
sure that the obligations we create will not result in expenditures 
next year, or in the following years, in an amount that the trust fund 
cannot meet. In doing that, we have to take into consideration the 
obligations made last year and the year before because now they are 
coming due. ‘To accomplish this we developed reimbursement plan- 
ning, meaning we are establishing a rate at which a State may pro- 
ceed with construction and be sure of our reimbursing them when 
they submit their bills for reimbursement. The total amount of work 
we can do under the plan for this year is $1.8 billion for the Inter- 
state System and $900 million for the ABC program. 

The progress of the States in utilizing their funds has not been 
uniform and there are some States which did not keep pace with their 
construction rate with the funds that they had available. Therefore, 
all of the States but some to a greater extent than others now have 
money which was formerly apportioned to them which has not yet 
been obligated. 

Mr. Preston. Under interstate or ABC? 











476 


Mr. Tattamy. Both. They cannot now obligate that money under 
reimbursement planning because it would exceed the $1.8 billion of 
contracts we can make this year for the Interstate System and the 
$900 million we can make for ABC. 

Mr. Presron. You are getting into something now that is going 
to cause us a lot of concern. 

Mr. Tattamy. That is right, and that is why I am emphasizing it. 

Mr. Presron. And we are going to be asked questions about it. 
Will you furnish us a list of those States ¢ 

Mr. Tatiamy. I will be glad to. 

Mr. Preston. Put the tabulation in the record at this point showing 
the States that fell behind in obligating money that you had allo- 
cated them. 

Mr. Taruamy. Yes. 

(The requested tabulation follows:) 


Federal-aid highway funds available and reimbursable obligations for fiscal year 1960 


[Millions of dollars] 















Available for | Apportion- Reimbursable 
State obligation {ment for fiscal} Total avail obligations 
June 30, 1959 year 1961 able ($5,496.7)| fiscal year 
$2,771.7 ($2,725.0 1960 ($2,700.0 
Alabama cae _ " $68. 5 $51.9 $120. 4 $52, 2 
Alaska--.-.-- ‘ aS ‘ 18.3 36.8 55.1 36.0 
Arizona 5 36.0 35. 0 71.0 34.7 
Arkansas pehintiie . 55. 0 29.7 84.7 30.0 
California : 138. 1 227.7 365.8 | 227.0 
Colorado__....-- eS Fo oi 36.5 27.3 63.8 27 
Connecticut : ik al . 29.8 29.7 59. 5 20.5 
Delaware-. bit cputens 7 26.5 9.9 36.4 10.6 
Florida__--- Siedihdickc wa nitdiatied . 27.5 60.0 87.5 60 
Georgia- --- ; sai ; 94.1 2.2 156. 3 62 
Hawaii “ Re oa Die ee ee —— 5.4 3.9 9.3 4.1 
Idaho = ; eS 44.1 20.3 64.4 20.3 
Illinois = 91.7 128. 9 220.6 | 129.3 
Indiana- -- eae = 114.1 71.6 185.7 2,0 
Iowa : seers ek : ; 19.5 34.6 | 54.1 35.2 
Kansas iia 44.6 32. 6 y ig 33. 2 
Kentucky-.-.---- 15.5 46, 1 91.6 46,4 
Louisiana ; 40.6 60.1 100. 7 60.1 
Maine ea ; : 24.1 15.2 39.3 15.4 
Maryland ‘ E hate 66.8 19.3 116.1 | 49.3 
Massachusetts oes ; 48.2 65.3 113.5 65.5 
Michigan. - -- ‘ aie - ; 85.8 100. 6 186.4 | 99.1 
Minnesota a ines és 52.9 54.9 107.8 §4. 1 
Mississippi 33. 6 81.2 33. ( 
Missouri 73.5 134.4 74. 
Montana 33. 0 104. 2 33.2 
Nebraska 24.3 80.8 29, 2 
Nevada. 17.1 50. 7 16.9 
New Hampshire 13.9 24.2 13.7 
New Jersey 74.0 180.4 74.0 
New Mexico $2.6 54.0 32.6 
New York 142.0 238. 7 143.4 
North Carolina 29. 7 109. 7 40.1 
North Dakota 16.9 37.7 17.2 
Ohio 149.6 180. 4 149.7 
Oklahoma 32.0 71.9 32. 
Oregon 413.3 68.3 43.2 
Pennsylvania 113.5 289. 0) 114.5 
Rhode Island 13.0 30. 7 13.2 
South Carolina 26.3 ol. i 20.8 
South Dakota 17.4 62.9 23. 2 
Tennessee 70.1 146. 4 70.3 
Texas 120. ¢ 245. 2 131 
Utah 25.3 18 24.9 
Vermont ”) 14.9 20.3 
Virginia 91.5 215.9 91.4 
Washington 15.9 81.2 45.9 
West Virginia 31.3 712 31, 
Wisconsin 66.4 37.7 104. 1 38 
Wyoming 2 26. 1 #7 52.8 2} 6 
District of Columbia 43.8 2.7 66, 5 22. i 
Puerto Rico 11.4 ff 17.4 6.2 
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Mr. Presvon. And you will not be able to obligate that money; is 
that right ¢ 

Mr. Tattamy. We will make available to them countrywide this 
year $1.8 billion for the Interstate System. Countrywide there was 
unobligated $2 billion of prior apportionments for the Interstate Sys- 
tem. 

Mr. Preston. That states had fallen behind on ¢ 

Mr. Tattamy. $2 billion. They had not used it. I do not want 
placed in the record “falling behind.’ 

Mr. Presron. They had not obligated it. I used the wrong term. 

Mr. Tarnamy. They had not obligated it. They cannot obligate 
that $2 billion, plus the $1.8 billion this year if they want to be cer- 
tain of being reimbursed at the time they submit their vouchers to us. 
We do however have a provision in this reimbursement planning 
schedule which provides that a State may proceed with contracts 
against that $2 billion of unobligated funds provided they enter into 
an understanding with us that they will not expect reimbursement as 
a result of such obligations until there is money enough in the trust 
fund to meet it. Soif they wish to gamble on the future condition of 
the trust fund, they can, of course, enter into such contracts. 

All our reimbursement planning really does is to show the States 
that 9 condition of the trust fund is such it will not. support more 
that $1.8 billion this year for the Interstate System. If they want to 
go bey cat that. and take a gamble on what the trust fund will be 2 
years from now in excess of what we presently estimate it to be, they 
can do so. 

Mr. Preston. Is this a device to enable you to say that the program 
is current ? 

Mr. Tatutamy. No, sir. 

Mr. Presron. It seems to me there is some inequity in saying to 
State X who failed to obligate all their money—we must leave you 
now, forget you, we are going to keep this thing current on a $1.8 
billion basis and we will come back to you in later years if we can. 

Mr. Tarnamy. No, sir. Actually, what this reimbursement plan- 
ning does is to hold every State in its present position until 1961, o1 
until other actions of the Congress may take place which will change 
the revenue in the trust fund. It holds the status quo at the present 
time. But it does not place any State in jeopardy of losing any 
money that has been apportioned to the State. 

Mr. Preston. It defers it ? 

Mr. Tatnamy. It just defers the actual construction obligation 
against that apportionment. It does not place in jeopardy any funds 
that have been apportioned to any State. 

Mr. Preston. That is important. 

Mr. Tarnamy. Yes. I am glad that you brought the point out be- 
cause that is definite. It does not. do that. 

Mr. Preston. Have these funds that we are speaking of now been 
used in some other State ? 

Mr. Tattamy. Some States have practically fully used everything 
that has been apportioned to them for the interstate program. If it 
were not for reimbursement planning then those States would have a 
zero program this year. 


5 at * 


» 


sau 


a 


sneer we 





478 
DEFICIT IN TRUST FUND 


Mr. Presvon. The thing that concerns Mr. Bow and myself is this: 
Is this condition brought about whereby you are putting reimburse- 
ment planning into e ‘fect. because of the deficit in the trust fund ? 

Mr. Tattamy. Because there would be a deficit in the trust fund if 
we did not do it. 

Mr. Preston. If everybody had to be reimbursed at once, based on 
past allocations, there would be a greater deficit than we have now! 

Mr. Taruamy. I will show you later there will be no deficit at the 
end of this year in the trust fund, but if we did not have reimbursement 
planning there certainly would be a deficit in the trust fund. 

Mr. Presron. There would be a deficit if this program is not put 
into effect 4 

Mr. Tattamy. That is right. 

Mr. Preston. This situation was brought about by the lack of 
revenue, was it? 

Mr. Tatutamy. Yes. 

Mr. Preston. Was it because receipts did not meet expectations ? 

Mr. Tatntamy. No, sir. 

Mr. Preston. Or was it because excess allocations were made be- 
yond what the trust fund would accommodate / 

Mr. Tatnamy. That is right; that is it. That was done because 
of the 1958 act. The 1958 act directed us to apportion $1.6 billion 
more than the trust fund would support. And then last year the 
increased revenues provided for the trust fund were not enough to 
equal the obligations that were made as a result of the 1958 act. They 
partially overcame them but not wholly. 

Mr. Preston. The 1 cent gasoline tax and so forth ? 

Mr. Tattamy. That is right. 


ASSUMPTION OF PRIOR LIABILITY BY TRUST FUND 


Mr. Preston. Would you, for my benefit—and so that others may 
understand—tell me if I am correct on this. When the trust fund 
was created originally, I am told, there were some funds converted 
into the general funds of the Treasury by the executive branch of 
the Government. 

Mr. Tatitamy. I am not quite sure that I understand you. 

Mr. James Atten. Perhaps I do. When the trust fund was cre- 
ated on July 1, 1956, it assumed all the existing unpaid-for prior 
year allocations. 

Mr. Preston. That was about $2 billion. 

Mr. James Atuen. That was close to $2 billion. 

Mr. Preston. So the trust fund started off with a liability of about 
$2 billion, did it not? 

Mr. James ALLEN. That is correct. 

Mr. Preston. Would we have gotten into the trouble over the 1958 
act had it not been for the liability the trust fund started with? It 
would not have been necessary to have had the 1959 act? 

Mr. Tariamy. It would not have been nec essary to have had it 
to make up the deficit resulting from the provisions of the 1958 act. 
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Mr. Preston. Our troubles stem originally from assuming the 
obligations of the Government prior to the creation of the trust fund; 
is that true? 

Mr. Tauutamy. If we assumed $2 billion in the 1956 act which was 
not contemplated by that, that would be true. I think, however, this 
liability was recognized when the 1956 act was under consideration. 

Mr. James Auten. Of course, Mr. Chairman, there was also some 
revenue from the 2-cent gasoline tax and other revenues going into 
the general fund and transferred to the trust fund when the trust fund 
assumed these liabilities, for example, some revenue was taken from 
the general fund and given to the trust fund at the same time the 
trust fund assumed the new liabilities. 

Mr. Preston. How much? 

Mr. James Auten. The gasoline tax—I do not have the dollar 
figure. 

Mr. Preston. The dollar figure is a figure that should be available. 
I have heard this thing talked about in so many quarters, and the rea- 
son we are in trouble with the trust fund. 

Mr. James Auten. I do not have the dollar amount. 

Mr. Preston. Obviously we started out with $2 billion of debt that 
the Government owed for reimbursement to States under the regular 
highway program, less the income from the taxes that you referred 
to. During that period of time that we were not paying anything 
out on the interstate program while it was getting organized and there 
was a definite liability this fund had to carry. 

Mr. James ALLEN. That is true, sir. 


REVENUES AVAILABLE FOR HIGHWAYS, FISCAL YEAR 1957 


Mr. Presron. Could you give us the figure reasonably soon on how 
much income from taxes should be credited against the $2 billion 
liability that the trust fund started out with ? 

Mr. James ALLEN. Yes. I will develop it for you. 

Mr. Preston. It is in the neighborhood of $900 million. 

Mr. James ALLEN. The gasoline tax is a little less than $900 mil- 
lion, and the others would not be too much. You are not too far off. 

(The requested information follows :) 


50435—60——31 
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Hreguway Trust Funp 


Net revenues available for highways, fiscal year 1957 


Estimated distribution of 
fiscal year 1957 revenues 





| Taxes prior to | Increases pro- derived from taxes 
1956 act vided by 1956 Total ee eed cle 
| act ; | | 
| Prior to | 1956 act | Total 
1956 act 
will ae UI ae alii 1 cent -- ---| 3 cents... 861 | 434 | 1, 295 
Special fuels -_ - -- SDE setae tone do i 22 | 9 31 
Trucks, buses, and trail- | 8 pe reent of | 2 percent......| 10 percent jl mipcmems 34 4 
ers.! manufac- | 
turers sales 
price. 
Tires ?_...................] 5 cents per 3 cents per 8 cents per 3 82 | 82 
pound. pound. pound } 
Tues *...-.- ae .-------| 9 cents per : : 9 cents per oe ocac inane eee 
pound. pound. 
Tread rubber-.-_...--.-- eis 3 cents per 3 cents per et oe 11 ll 
pound, pound 
Motor vehicle use tax. = .-| $1.50 per 1,000 | $1.50 per 1,000 |_.-..-.--. 26 | 26 
pounds over pounds over | 
26,000 26,000 | 
pounds pounds | 
annual tax, annual tax, | 
} 
Subtotal ae 4 ; : ; ; paca anaes S83 596 1, 479 
0 a ee Dee mises Wiccetlesendetanincdadh Rewwe wphiceeet 3 
Total revenues......|_----- ; ede eee came hath cee kiedeties hail waduedomudivbooeantsout Anna 


120 nercent of tax collected deposited in highway trust fund during fiseal year 1957, and 50 percent 
thereafter. 

2 Only 0.03 per pound for highway tires was deposited in highway trust fund in fiscal 1957. After June 
30, 1957, all tire tax was deposited in trust fund 

3 Revenue not deposited in highway trust fund until July 1, 1957 


REIMBURSEMENT PLANNING 


Mr. Preston. Now back to reimbursement planning. 

Mr. Tattamy. Reimbursement planning will guarantee the States 
that there will be money in the trust fund to meet the obligations that 
they make under the schedule for reimbursement planning. 

Mr. Preston. Have you established that schedule for all States? 

Mr. Tatiamy. Yes sir; for all States. All States know about it, 
and this was done in cooperation with the States. We have a table 
that shows the amount for each State. 

(Discussion off the record.) 

Mr. Tatiamy. It is important that I might point out that in regard 
to reimbursement planning a State may use the funds available to it 
under the reimbursement planning proposal in either the ABC or the 
interstate program. We are concerned with the total obligation. If 
a State is, for example, desirous of proceeding with the ABC program 
ata rate faster than the scheduled amount for reimbursement planning 
this year would indicate, they can do so provided the total for the 

ABC program and the interstate program does not exceed the total 
available to the State because we are planning merely the expenditure 
of funds from the trust fund and we do not care whether we are 
spending it for the Interstate System, or for the ABC program, so 
long as we do not create a deficit. If a State has a backlog of unobli- 
gated apportioned funds and they wish to proceed faster with urban 
work, or faster on ABC work ‘of any character, or on interstate 
system work, they can do so and use up that backlog just so long as 
they do not exceed the total amount for both the ABC and interstate. 
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Again, I wish to emphasize that the States can utilize all of their 
unobligated apportioned funds if they will recognize they do so at a 
risk that the trust fund will not be increased so as to be able to pay 
them back promptly. 


FUNDS AVAILABLE FOR OBLIGATION UNDER REIMBURSEMENT PLANNING 


Mr. Preston. Let us put in the record at this point this chart so 
we will know just what the situation is. I submit for the record table 
2, schedule of reimbursement obligations, fiscal year 1960. This chart 
represents the funds that the States may obligate under the reimburse- 
ment planning program that you have rec ently inaugurated in order 
to prevent a deficit in the trust fund. 

(The table referred to follows :) 


TABLE 2.—Schedule of reimbursable obligations, fiscal year 1960 


[Thousands of dollars] 


Distribution | Distribution 





State of ABC of interstate Total 
funds funds ($2,700,000) 
($900,000) ($1,800,000) 
Alabama_...... ¥ % 2 pthin side ein wiah« $17,479 $34, 742 
Alaska = “ee ; i rae 35, 961 * 
BR adnate dass a g sates | 10, 659 24, 065 
Arkansas__. aacaie te f . 12, 553 17, 494 
California Taga 4 . 47, 935 179, 030 
Cc orade * : . Saat 13, 865 13, 654 
Connecticut oa : ‘ 8, 392 21, 493 
De laware = 5 = 3, SOL 6, 772 
Florid i si acti at aie a A ) no 14, 428 45, 648 
Creorgia wivke : . . ; = 20,015 42, 512 
Hawai . ; ; ‘i Sind dal 4,095 |_. : 3 
Idal : 8, 155 12, 156 
Illinois , ; 38, 906 90, 343 
Indiana___. - 21, 143 50, 809 
lowa i : 18, 463 16, 719 
A.ANSAS _- . _- Swisninated nied ; - sae sia el 17, 445 15, 768 
Kentucky. i ee aos s : aia 15, 424 30, 972 
Louisiana oa - Sabai ss s 4 13, 614 46, 528 
Maine zs ia cs ali al ae Pt on 6, 313 | 9, 056 
Maryland =aeee sed ke Jy pge2 es 9, 614 39, 692 
M issachusetts_. 2 I a a A al ea 16,411 | 49, 065 
We a 8 Se JF 29, 843 69, 238 
Sear re rae bdee S 20, 883 33, 209 
Mississippi. .........- #3 ae . 13, 699 19, 344 
Missouri : 23, 686 50, 263 
Montana ‘ ese 13, 161 20, 031 | 
N braska 13, 901 15, 324 
New ada. ‘ 2 7,72 9, 214 
¥ Hampshire s 1, 005 9, 690 
Noe w Jersey 17, 021 57,011 
New Mexico ; : ; Ze 11, 497 21, 106 
New York ; ; 56, 175 87, 260 
North Carolina pe 2 £ | 20, 894 19, 158 
North Dakota ; Se icone ae 9, 418 7, 804 
One om ae =cnkevoes ne aa sé. c 34, 954 | 114, 761 
xiahoms TT TREES Jeti eR et Sr 16, 568 16, 014 
pee e ; So eas ; 12, 648 30, 531 
I nsylvi ania eames speck Zee te te eS 42, 604 71, 845 
Rho de Isla ae EA ge : 4, 943 8, 210 
south Carolina E 3 5 a 11, 259 14, 517 
South Dakota : : ; 2 tall 10, 125 13, 076 
Tennessee : 3 : 18, 043 52, 254 
51, 400 79, 597 
aa ae _ 8, 413 16, 473 
"¢ ont y 3, 690 16, 613 
A lepae sch ; 5 16, 742 74, 645 
Waste ton -- 14, 043 31, 905 
A Vi rginia i f ; eat 9, 460 22, 074 
wiscons in . : 19, 764 18, 551 
yvoming . . 8, 333 18, 305 
District of C olumbia : > /; 5, 277 17, 459 
Puerto Rico 3 : 6, 249 ae 
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Mr. Tatiamy. I might also point out if a State does desire to go 
ahead at a rate faster than we can assure them of prompt reimburse- 
ment, according to the present revenues which are going into the trust 
fund, we anticipate that by fiscal 1963 those States could be paid 
without additional revenue into the trust fund. They would have to 
wait about 3 years for reimbursement. 

I might also include in the record for you the rate at which they 
have created obligations in the past so that a comparison can be 
made between those rates and what they ce can do under reimbursement 
planning. The obligation in 1957 was $2.2 billion. In fiscal 1958 it 
was $2.7 billion. In fiscal 1959 it was $3 3.2 billion. In fiseal 1960 
it will be $2.7 billion. You see, while it goes down from what it was 
in 1959, which was the year we had the apparent recession forming, 
it is equivalent to the rate at which we incurred obligations in 1958, 
It is not a great, drastic change nationwide. 


REPAYABLE ADVANCE 


One other factor which is particularly important to you, I am 
sure, is that while I said a bit ago we would not have a deficit at the 
end of this fiscal year, at least we do not anticipate it, there is a 
deficit during this fiscal year. That has been accommodated by a 
temporary advance or loan from the general fund to the trust fund 
of $359 million. It was made available in the Mutual Security Ap- 
propriation Act of the last session of Congress. 

The intent, as we understand the act, was that the advance of 
$359 million would be made this year with the understanding that 
it would be paid back by the end of this fiscal year with interest 
which amounts to about $6 million, and without default of existing 
obligations with the States. 

The reason that during the course of a fiscal year a deficit can be 
created and still not have one at the end of the year is that during 
the first half of the fiscal year we have very heavy payments to the 
States as a result of the work they have done all summer. These pay- 
ments exceed the rate at which the revenue is coming in to the trust 
fund, so there is a deficit created. During the remainder of the winter 
and early spring the contract rate of expenditure decreases and the 
revenue in the trust fund is still maintained, so that we build up a 
surplus of revenue versus expenditure and that will be used to pay 
back the $359 million. 


STATUS OF HIGHWAY TRUST FUND 


Mr. Preston. May we insert in the record at this point a chart 
showing the status of the trust fund, since you are speaking of it at 
the moment. 

(The chart referred to follows :) 


i 





‘ 
‘ 


ee — a a od 


ei: pt ee i 


» ee a 


a ae ee 





go 
rse- 
‘ust 
aid 
> to 


hey 

be 
ent 
3 it 
960 
vas 
ng, 


58, 


am 
the 
Sa 
y a 
ind 
\p- 


of 
hat 
‘est 
ing 


be 
ing 
the 
ay- 
ust 
iter 
the 
pa 


vay 


art 
5 at 








483 


TABLE 3.—Status of highway trust fund, fiscal years 1957-61 


[Millions of dollars] 























Revenues 

Trust fund 

Period Expendi- balance 

Tax reve- General tures end of 

nues fund ad- Total period 

vance 
Fiscal year: 
1957 ™ $1, 482 ‘ 7 $1, 482 $966 $516 
1958 ; i 2, 044 |_. 2, 044 1, 511 1, 049 
1959 sia 2, 088 2, 088 2, 613 524 
1960: 
July-December ____ ; 5 1, 210 $359 1, 569 2, 003 90 
January-June ! 1, 303 —359 O44 1, 025 y 
Total ! 2, 513 2, 513 3, 028 9 
Fiscal year 1961 

July-December ! 2 1, 486 200 1, 686 1, 681 14 
January-June ! 1, 338 | —200 | 1) 138 | 1, 047 105 

eit ea Cars er ae a Pine 
Total !____.. 2, 634 |...... 2, 824 | 2, 728 | 105 

| | 
! Estimated, 


CHANGING RATE OF ENTERING OBLIGATIONS 


Mr. Tatiamy. In order to be sure or at least do everything we can 
to be sure that there will be no deficit at the end of this fiscal year 
and to have a reasonable reimbursement planning schedule next year, 
we have an unequal rate during the course of the year of entering 
into contracts. By illustration, suppose it were physically possible 
to place all of the $1,800,000,000 for Interstate System under con- 
tract the first couple of months of a fiscal year. That would mean 
during the latter part of the same fiscal year many of these contracts 
would be at the stage where the States would be paying contractors 
for the work that year rather than in the next fiscal year which would 
be the case if the contracts were spread out over the year. This reim- 
bursement planning schedule proposes and includes a changing rate 
of entering obligations during a fiscal year. 

For the first 6 months of this fiscal year, the rate at which the 
States could enter into obligation was $900 million for the Interstate 
System and the ABC. The third quarter of this fiscal year it is $900 
million. In the fourth quarter it will be $900 million, making our 
total of $2.7 billion for the year. 

The contracts entered into in the third quarter of the year will result 
in very little payment of funds from the trust fund this fiscal year, 
and those in the last quarter practically none. So as a result of that 
we will be able, we believe, to repay the general fund the $359 million 
and we will have a surplus at the end of the year of $9 million. 

Next year, fiscal year 1961, we will be able to apportion, with exist- 
ing revenues, $2 billion for interstate and the full amount authorized 
for ABC, which is $874 million. I would like to explain that figure. 

The $874 million is the authorized $925 million for the ABC pro- 
gram, less $51 million, which is half of the loan which we made under 
the “D” program. This repayment has to come out of the $925 
million. In other words in fiscal 1961 we will be able to apportion all 
new available funds for the ABC program and $2 billion for the 
Interstate System compared to fiscal year authorization for the 
Interstate System of $2.2 billion. 
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We will have to continue reimbursement planning next year again 
in order not to create a deficit. It is expected that that even with 
reimbursement planning we will require an advance from the general 
fund of $200 million during the course of the year, which will be 
repaid with interest during the fiscal year, the same as we anticipate 
for this year. The interest is estimated to be $3 million. The loan 
would begin in July, starting with about $25 ‘million and advance 
during the next 6 months to about $200 million. 

I might end our discussion of the program itself by saying that we 
are on schedule with all funds that are available on‘a national basis, 
Some States are below, others are ahead, but the average for the Na- 
tion has placed us on schedule with the available funds. 


Freperat-Aip Highways (Trust Funp) 
Program and financing 


1959 actual 1960 estimate | 1961 estimate 








| 
Program by activities | | | 
Direct obligations | 
1. Grants for construction: 
(a) Interstate system__- nee $2, 261, 302, 429 | $1, 780, 420,000 | $1, 981, 515, 000 
(5) Primary system 394, 021, 846 | 401, 825, 000 380, 174, 339 
(c) Secondary system. . Stas: 283, 830, 456 267, 885, 000 259, 927, 533 
(d) Urban highw: ays -| 223, 814, 693 223, 235, 000 224, 961, 046 
(e) Additional authorization for prim: ary, | 
secondary and urban systems._--- 251, 300, 635 
(f) Advance of matching funds for addi- | 
tional authorization -- 64, 686, 212 id aeddasnumn dele 
(g) Disaster assistance 2, 879, 773 10, 935, 000 10, 622, 082 
(h) Bridges over dams__-- a 1, 294, 560 | 2, 300, 000 
i) Undistributed 658, 312 ‘ ted 
2. Administration and research. _- 24, 968, 812 | 26, 635, 000 | 27, 035, 
Total direct obligations 3, 508, 757, 728 2, 713, 235, 000 2, 884, § 
Reimbursable obligations: 
1. Grants for construction. __- =e) 3, 184, 183 | 900, 000 | 900, 000 
2. Administration and research: | | 
Department of Agriculture___- 184, 103 | 143, 000 | 145, 000 
Department of Defense ‘ : 67, 604 | 194, 250 | 271, 000 
Department of the Interior____- ; ake 823, 426 1, 186, 900 | 844, 000 
Bureau of Public Roads: | 
Forest highways- -. _— == eh 794, 032 | 992, 000 1, 311, 000 
Public lands highways. - 37, 329 58, 000 | 43, 000 
Miscellaneous accounts__.........__--| 49, 176 | 127, 350 | 54, 000 
Miscellaneous: | 
Other Federal agencies ba L Aa 231, 062 | 152, 500 | 186, 000 
Non-Federal sources. - - - Jan 10, 596 il, 000 11, 000 
Total reimbursable obligations. ..-- 5, 381, 511 | 3, 765, 000 | 3, 765, 000 
Total obligations_ -- beet 3, 514, 139, 239 2, 717,000,000 | 2,888, 000, 000 


Financing: 
Unobligated balance brought forward (contract | 


authorization) s —2, 918, 431, 750 | —2, 805, 112,031 | —2, 979, 674, 949 
Unobligated bal: ance o of prior ‘contract authorization { 
transferred from ‘‘ Federal-aid highways’’ nee —4, 784, 072 ED DGG tes cn cknnncbpain 
Advances and reimbursements from— 
PREMIER GSES 6 cee cin cawsokinn en —4, 621, 155 | —2, 854, 00 —2, 854, 000 
Non-Federal sources____.__________--- eae —760, 356 —911, 000 | —911, 000 
Unobligated balance carried forward (contract 
authorization) ae ey _| 2,805, 112, 031 2, 979, 674, 949 3, 154, 674, 949 
Unobligated balance no lo nger available (contract | 
authorization) -_.........-.----. BE bs 2 39, 346, 063 19, 065, 000 19, 377, 918 








Contract authorization (new): 
Existing legislation.___._______________._____| 3, 430,000,000 | 2, 906, 612, 918 2, 178, 612, 918 
Proposed legislation... _- orca eae Saba awn cuteeans alm 900, 000, 000 


wo 
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Status of unfunded contract authorization 


1959 actual 
) 
Unfunded balance at beginning of year ae $6, 511, 879, 650 
Unfunded balance of contract authorization transferred 
from “* Federal-aid highways” 4, 784, O72 
Contract authorization (new 3. 430. 000, 000 
Administrative cancellation of unfunded balance 39, 346, 063 
Unfunded balance at end of year 7, 557, 317, 659 
Transfer from ‘‘ Highway trust fund” to liquidate 
contract authorization 2, 350, 000, 000 | 


Object classification 


1959 actus 








Total number of permanent positions 605 
kulltime-equivalent of all other positions... 143 
Average number of all employees__-.----- 625 
Number of employees at end of year. .-- 843 
Average GS grade and salary...--- ae i $6, 598 
Personal service obligations 
Permanent positions........ $3, 332, 741 
Positions otuer than permanent 761, 400 | 
Other personal services 537, 281 
Total personal service obligations 4, 631, 422 
Direct obligations: 
01 Personal services 2, 882, 491 
02 Travel 190, 877 
03 Transportation of things 208, 755 
04 Communication services 9, 185 
05 Rents and utility services 49, O78 
06 Printing and reproduction 2, 529 
07 Other contractual services | 42,214 
08 Supplies and materials 885, 119 
09 Equipment | 1, 619, 394 
11 Grants, subsidies, and contributions 3, 477, 932, 640 
13 Refunds, awards, and indemnities_ 386 
15 Taxes and assessments 18, 095 
Subtotal 3, 483, 840, 763 
Deduct quarters and subsistence charges 51, 847 
lotal direct obligations 3, 483, 788, 916 
| 
Reimbursable obligations: | 
01 Personal services | 1, 748, 931 
02 Travel a | 115, 813 
03 Transportation of things 126, 660 
04 Communication services 5, 572 
05 Rents and utility services... 8 | 
06 Printing and reproduction. - 
07 Other contractual services : 
08 Supplies and materials_- 
09 Equipment | 
11 Grants, subsidies, and contributions | : 
13. Refunds, awards, and indemnities 234 
15 Taxes and assessments. .------- 10, 979 
Subtotal 3, 215, 640 
Deduct quarters and subsistence charges... 31, 457 
Total reimbursable obligations_- 3, 184, 183 
Administration and research, ‘‘Limitation on general | 
administrative expenses” - - -- eee 27, 166, 140 | 
Total obligations - - - - -| 3, 514, 139, 239 


1960 estimate 


$7, 


557, 317, 659 


250, 000 
2, 906, 612, 918 


—19, 065, 000 | 


7, 417, 


115, 577 


3, 028, 000, 000 


1960 estimate 


$2, 686, 600, 000 


2, 686, 600, 000 


2, 686, 600, 000 


900, 000 | 


900, 000 


900, 000 
29, 500, 000 


2, 717, 000, 000 


| 
| 
| 
| 
| 
| 


1961 estimate 


old 


$7, 417, 115, 


918 
918 


3, 078, 612, 
19, 377, 


—7, 787, 350, 


Ot 


2, 689, 000, 000 


1961 estimate 


$2, 857, 200, 000 


2, 857, 200, 000 


2, 857, 200, 000 


900, 000 


900, 000 


900, 000 
29, 900, 000 


| 2, 888, 000, 000 
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Mr. Preston. We shall insert at this point in the record pages 808 
and 809 and 813 through 817 of the justifications. 
(The pages referred to follow:) 


Summary of requirements 


I ae er $3, 028, 000, 000 
Deduct: 1960 appropriation applied to contract authorization... —3, 028, 000, 000 
EY SDI PI at ici a a, 0 
Requirements for 1961: Cash to be applied to contract 
I a a eats wean 2, 689, 000, 000 


Total estimate of appropriation, 1961___..______-_______ 2, 689, 000, 000 
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The tables on the following pages reflect the status of the interstate and the 
ABC programs as of November 30, 1959. Information on the tables reflects— 
Active and completed construction by States for the interstate program, 
Percent of utilization by States of interstate authorizations. 
Active and completed construction by States for the primary, secondary, 
and urban programs. 
Percent of utilization by States of the primary, secondary, and urban 
authorizations. 


PROGRESS OF THE INTERSTATE SYSTEM PROGRAM 


Active and completed construction, as of Nov. 30, 1959 


{Thousands of dollars] 























Construction underway or adver- Construction completed July 1, 
tised ! 1956 to date 2 
State | 
| Total Federal Num- | Total Federal Num- 
cost funds Miles | berof | cost | funds | Miles | ber of 
bridges ibridges 
PANO cic ime eecmcaiok $68, 207 | $61,634 | 209.1 | 140 | $18,687 | $15,446 | 73.7 | 38 
Arizona aimee ete a 32, 347 30,541 | 119.9 64 | 24, 892 22, 729 199. 9 100 
Arkansas__.....- ee oe 41, 884 37, 165 95.4 97 10, 865 | 8, 409 27.4 4] 
California... ...- See 131, 803 121.3 190 182, 657 151,644 | 200.3 271 
Comrade. ......... | 16,577 14, 940 83. 1 41 46, 946 40,194 | 202.6 122 
Connecticut............. ‘ 43, 246 38, 434 24.9 | 73 23, 079 18, 828 21.2 32 
Delaware.........- . 5,751 | 5, 162 5 Y 1, 800 1, 620 | 1.4 | 1 
PURO Sk nantinne eae 79, 912 | 71, 891 128. 0 151 39, 248 32, 220 33. 1 | Ht) 
a = idmmnnte 65, 243 57, 663 112. 1 128 12, 703 9, 896 11.4 24 
RN eos a 19,359 | 18,005 87.0 | 39 | 12, 628 10, 771 5.1 22 
RU ee oo = | 196,882 171,851 | 109.9 184 82, 143 115.2 156 
Indiana __--- selina senda ance 89, 196 | 77, 281 126. 1 105 12, 250 13.1 4) 
ES ee 55, 295 49, 486 141.4 72 55, 412 47,968 | 224.3 135 
NN 20, 748 18, 657 58. 8 55 58, 943 50,708 | 269.9 153 
NUNN So accaccel 62,909 | 56, 618 98. 8 109 13, 260 10, 697 23.3 | 2 
Louisiana SaaS coe 65, 842 } 82.0 91 15, 165 12, 636 11.4 25 
BR oes ce eS | 26, 19C | 32.2 26 13, 236 25.6 | 21 
Maryland... ...... . 19, 735 14.0 27 41, 377 34,696 | 34.8 54 
Massachusetts...............] 94,874 | | 64.9 109 30, 251 27, 069 | 12.7 16 
Michigan...._...-- ewe ee 131.0 121 | 108, 59° 89,581 | 175.5 | 142 
eee ne Sek | 61, 020 | 74.3 94 16, 457 13 } 97.3 41 
DERN 8 os cence cc F 62, 845 | |} 189.7 | 176 14, 065 11, 567 66.7 28 
RIN 5 oe -| 56, 462 | 89.8 | 113 80, 692 68, 851 119. 1 122 
SI owe Se 31, 036 28,512 | 102.0 | 46 | 3, 308 2, 482 50. 2 16 
PENRO coe ee ef 15,576 | 28.4 39 8, 614 6, 801 13.3 | 14 
Nevada- atbneoct 3, 791 3, 629 | 17.4 5 11, 893 10, 993 38.7 12 
New He ampshire.. aieieekey | 26,216} 23,139; 32.8 39 18, 142 15, 091 23.6 | 31 
New Jersey. a iets ‘ 46, 411 23. 1 49 | 26, 313 23, 053 16.9 44 
New Mexico...._- ie | 14,187] 45.6 38 | 55,355 | 51,065 | 269.7 90 
New York.......... sas | | 242,028 |} 130.1 240 120, 976 90,709 | 55.7 9 
North Carolina_--_---_- 4 | 45,554} 228.1 97 | 49, 094 | 40, 413 320. 4 202 
North Dakota.._.._- . | 17,042 | 121.5 31} 35,933 31,979 241.9 114 
ONO do cet an Seed | 126,520} 117.5 187 | 194,873 | 167,791 | 188.0 | 262 
SPURNS ain ie anne nnion | |} 29, 643 94.0 93 | 60,379 | 50,649 214. 3 | 205 
Oregon_. one | 40, 640 144.9 76; 49,572 40,045 | 283.4 | 117 
Pennsylv ania.____- | 109, 565 129. 9 | 210 | 128, 664 105, 508 112.8 | 181 
Rhode Island... | 5,505) 4,955] 3.1 13| 15,443} 12,815] 15.9 15 
South Carolina_____- ---| 69,611 | 62,507 | 264.1 161 | 11,910 | 9,190 | 27.9 lll 
South Dakota--_- alone | 24, 271 | 22, 116 | 71.5 | 60 13, 429 10,489 | 119.1 29 
PRES accenecs~cccesesc) ee 72,712 | 128.4 196 | 7, 108 | 6,073 | 15.1] 14 
Texas... _.- Ss dececc andes | 146,853 | 131,788 | 256.2] 353] 167,838 | 143,130 | 672.7 | 593 
Re ai coc anos ae 25, 133 23, 713 | 74.7 | 35 | 13, 709 | 2,235 | 37.8] 15 
i ee ee | 32, 975 29, 669 | 27.0 | 29 5, 631 4,179 | 7.2 2 
NER Te Se cde a a ae 909 |} 65,955 | 114.2 | 176 | 13,990| 10,533} 41.1 29 
Washington -___-__-- as 30,275 | 27,508 | 42.0] 34 59, 567 | 7,395 | 221.2 147 
West Virginia-_-_____- 51, 603 45, 689 48.7 43 2, 688 | 2, 194 2.7 8 
Wisconsin_.------ See __| 33,843] 29,525] 89.2] 85 | 49,963 42,861 | 214.7 163 
Wyoming. .__- -| 37,966 | 35,263] 168.8] 167] 23,741]. 20,872] 122.9 64 
District of Columbia..._..-.| 23, 929 | 21,452 |. 3.7 | 9 | 1,705] 1,534 2 2 
eee peninintiien {|—-——.— ee ee | aptennnenaiinsiial iemmmnanene - 
ea, Sc ooaees l2, 911, 348 |2, 573, 502 he 691.1). 4,7 |2, 096, 580 /1, 746, 495 [5,332.4 | 4,241 
| ! 





1 Excludes projects authorized prior to July 1, 1956. 
2 Includes completed projects authorized prior to July 1, 1956. 
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Relationship to fiscal year authorizations, by percentage groupings, as of Nov. 30, 1959 


States utilizing 1961 
funds, percentage of 


1961 funds covered by 


contracts advertised 
and funds obligated 


(1 State) 





States utilizing 1960 funds, percentage of 1960 funds | States utilizing 1959 
covered by contracts advertised and funds obli- 


gated (31 States) 





| 


50 to 100 percent (15 States)| 0 to 50 


percent (16 States) 


| 
| 


funds, 


percentage 


of 


1959 funds covered by 
contracts advertised 


funds 
(17 States) 


and 


— 


obligated 





























State Percent State Percent| State Percent| State Percent 
a = jw =f — _ ———— | — — 

a) | eee 2k | ee ek a 42 | Arkansas- ---.-- gy 

Re: -. 25 S 82 See 42 | New Jersey-.---- 99 

New Hampshire. 77 | Rhode Island --- 40 | Pennsylvania_ -- Wy 

| OPORNEL cnc tanen 76 | Vermont-......- 40 | Alabama.-..-.-.-- 97 

New York. .---- 74 | Tennessee... .-- 136 | Indiana......... 95 

! California. -.--..- 71 | Arizona.....---- 34 | Colorado-..--.--- 93 

| | Louisiana. ------ | 71 | Wyoming----.--- 28 | Georgia. --.---- 87 

Washington..... | 69 | Minnesota. -...- 25 | North Dakota-- 86 

Connecticut ---- - 66 | Kentucky-..---- 22 | Kansas__.-.....- 80 

Massachusetts - - 62 | West Virginia__- 13 | Wisconsin. --_-- 60 

| | South Carolina... 61 | Maryland.....-- 12 | Nevada-..-.-.... 53 

| Michigan. - --.-- 60 | Oklahoma_.-._.. 8 | North Carolina 4s 

| New Mexico ___. 57 | Mississippi_.__- 6 | Idaho._-........ 21 

| IOWC c ccwecce ins 56 | Virginia....... j 6 | Montana_ ..-.--} 17 

| Missouri..----.- 50 | District of 4 | South Dakota. 12 

Columbia. Nebraska. --.--- 10 

| 2 | Delaware--...-- 2 





1U.8. average, 
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PROGRESS OF THE PRIMARY, SECONDARY, AND [ 


RBAN PROGRAM 


Active and completed construction, as of Nov. 30, 1959 


State 
Ala 1a 
Ala A 
Ar i 
Ark ais 
Cc 
Cok ( 
Connecticut 
Delawar 
Flori 
Georg 
Hawaii 
Idaho 
Illinois 
Indiana 
lowa 
Kansas 
Kentucky 
Louisiana 
Maine 


Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma_- 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota_- 
Tennessee 
Texas__ 
Utah _. 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin. -- 
Wyoming 


District of Columbia. 


Puerto Rico 


Total 


= 
i 
-o=l 
a ae 
| 

--| 
| 


Construction underway or 


31, 035 
56, 445 


, 331 


6, O67 | 
30, 796 |} 


4,915 | 


73, 273 
249 
37, 146 
, 237 
20, 665 
37, 566 
3, 606 


8, 636 
| 258, 668 
, 823 
5, 248 


, 078 


‘ | 242, 132 


, 983 | 
914 | 


5, 535 | 


[Thousands of dollars] 





|1, 151, 865 





} 1, 255. 














600, 4 | 


45.5 
159. 1 
71.1 


521. § 


609, 
FEO 


ws. 
344. 
929 


SOO ax 


22. 
62. 
114 
482. ¢ 
374. 
678. ¢ 


276. 5 


onto = 


27.3 
243. 1 
24.5 
, 049.0 
475. 
470. 
341. 
110. 

54. 
174. 
164. 
473. 
486. 
169. 


7 
70. 


/18, 829. 6 


| Excludes projects authorized prior to July 1, 1956. 
2 Includes completed projects authorized prior to July 1, 1956. 


OPOMNWDH OR OaSDLW 


559.9 | 


| 





id vertised ! 


Num- 
ber of 


bridges 


Hb 
83 
132 
137 
32 
150 | 
1 | 
9 | 
46 
12 
229 
107 
33 | 
159 
128 
49 | 
159 
19 
203 
36 
159 
548 
12 
11 
54 
34 
18 | 
45 | 
27 
3 | 
24 | 


4, 393 (s 901, 663 


Construction complet 
to date 


Total 


cost 


$101, 457 

10, 904 
2, 789 
7, 677 


| 898 


2, 458 
, 171 
, 506 
. 787 
12, 697 
2, 508 
, 238 
, 621 


, 245 | 


31, 359 | 


, 028 


O88 | 


76, 399 | 


, 865 
64, 500 
56, 954 
), 936 
, 763 


71, 602 | 


, 907 


? 
4, vi 


, 182 


37, 236 | 


, 230 
, 667 
, 468 
), 157 
5, 313 
, 143 


, 745 
, 784 
253, 038 
20, 52: 
49, 568 
70, 520 
114, 573 
333, 324 
38, 359 
24, 519 
100, 515 
88, 460 
44, 764 
135, 583 
40, 786 
13, 792 
26, 267 


5, 166 | 





Federal | 


funds 











35, 353 | 


, 588 
45,417 


47,610 | 


441 
, 182 


, 367 
, 978 
51, 831 
35, 565 
77, 486 
, 819 
40, 651 
125, 610 
10, 200 
25, 891 
39, 566 
56, 605 
168, 570 
26, 686 
12, 440 
50, 873 
45, 013 
22, 334 
68, 064 
26, 169 
6, 816 
11, 967 





128 | 





Miles 


Nee nwon 


ri 


oO 


l 
4 
8 
7 
8 
8 
6, 291.6 
636. 1 
212.1 
1, 369.6 
1, 306. 1 
191.2 

2, 302.0 
856. 5 
14.1 

83. 4 


2, 519, 574 |80, 618.0 





ed July 1, 1956, 


| Num- 
ber of 


, 661.6 | 





bridges 


5R5 

33 
186 
297 
O21 
199 

MM 

14 
188 
397 

24 

92 
476 
284 
5a4 
709 
220 
155 

40 

62 

86 
182 
130 
450) 
822 
lil 
351 


143 
307 
491 


295 
490 
196 
423 
14 
402 
179 
493 

1, 888 
65 

44 
291 
170 
63 
282 
76 

8 

47 


13, 884 














307 


491 
71 
205 
490 
196 
423 
14 
402 
179 
493 
65 
44 


291 
170 


3, 884 


' 
i 
. 
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Relationship to fiscal year authorizations, by percentage groupings, as of Nov. 30, 1959 


— 



































States utilizing 1961 | States utilizing 1960 funds, percentage of 1960 funds | States utilizing 1959 
funds, percentage of | covered by contracts advertised and funds obli- funds, percentage of 
1961 funds covered by gated (42 States) 1959 funds covered by 
ae rm sg ie eee tae contracts advertised 
and funds obligated | and funds obligated 
(1 State) 50 to 100 percent (21 0 to 50 percent (21 (9 States) 

States) States) 
4 | 
State |Percent State | Percent} State Percent State Percent 
<a iain alia chanianecaeapame evap cieceitccichine Diente cecal foal 
Minnesota. -_- | 2 | Kentucky.....-- 93 | Massachusetts_- 48 | Nevada...----.- 98 
| Arizona... | 90 | Mississippi___- 48 | West Virginia_-_- 93 
| FRIES ccs at at 90 | U.S. average. --- 45 | Maine....-.-...- 92 
Go eee eee 87 | Virginia___-- 44 | Indiana_____.-- | 91 
| Louisiana_._.-- 86 | Missouri-- wi 43 | Arkansas-...---- 74 
| Oregon_. aoe 85 | Washington___- 39 | New Jersey. -..-. | 72 
| Vermont ‘ 84 | New Hamp- Hawaii_.........| 64 
New Mexico. --.| 82} shire_. causal 37 | Puerto Rico... _- | 50 
| | Wisconsin.------| 81 | Oklahoma_.-_---- 34 | District of Co- | 
Alabama... 78 | Tennessee_---- 32 lumbia........| (1958 
| Utah. 76 | Rhode Island... .} 28 | 
| Wyoming. | 74 | Montana_-_- | 27 
North Dakota--.| 73 Michigan- ‘ 26 | 
Kansas_._- | 71 | Colorado_. asl 19 | ! 
| New York-- 70 | Idaho__- 17 | | 
| Florida... | 65 | Alaska__ : “| 17 | 
| | Illinois 63 | Delaware... -.---| 12 
| Nebraska. 63 | Georgia » 11 | 
| California 56 | South Carolina_} 9 | } 
South Dakota-_- 56 | North Carolina 7 | | 
Ix esa 4 54 | Maryland | 3 | | 
| | Pennsylvania. --_} $1 
| Connecticut__- l 
GENERAL A DMINISTRATIVE Ke XPENSES 
Program and financing 
1959 actual | 1960 estimate 1961 estimate 
Program by activities: Administration and research (total | | 


obligations) --. 


Financing: Unobligated balance no longer available- 


Limitation 


$27, 166, 140 
454, 360 


27, 620, 500 | 


$29, 500,000 | $29, 900, 000 


29, 500, 000 29, 900, 000 
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Object classification 





1959 actual | 1960 estimate] 1961 estimate 


| } 
Total number of permanent positions___-- i at a = 2, 962 3, 076 | 
} 


Full-time equivalent of all other positions ; | 39 40 | . ‘ 
Average number of all employees- -- | 2,731 | 2, 978 | 3, 109 
Number of employees at end of year-- 2, 844 | 3, 116 3, 183 
Average GS grade and salary ----- : et Ot $6, 598| 8.2 $6,674 | 8.2 $6, 771 
01 Personal services: | | 
Permanent positions : | $19, 224, 634 $21, 375,000 | $22,341,000 
Positions other than permanent | 164, 644 | 160, 000. | 160, 000 
Other personal services _ _- 354, 117 | 389, O00 310, 000 
Total personal services_-- -- : : 19, 743,395 | 21,924,000 22, 811, 000 
02 Travel . 1, 293, 725 | 1, 784, OOO 1, 841, 000 
03 Transportation of things. -- : 115, 912 | 165, 000 180, 000 
04 Communication services 345, 548 | 378, 000 387, 000 
05 Rents and utility services . 772, O75 | 1, 088, 000 1, 203, 000 
06 Printing and reproduction -. | 123, 199 | 116, 000 | 116, 000 
07 Other contractual services 637, 470 603, 600 | 544, 000 
Services performed by other agencies___- 637, 469 | 602, 000 | 719, 000 
08 Supplies and materials... 298, 429 | 279, 000 279, 000 
09 Equipment een wales . 836, 843 | 477, O00 326, 000 
10 Lands and structures_ -- 158, 780 | - 
11 Grants, subsidies, and contributions -- 2, 166, 167 | 2, 046, 000 1, 448, 000 
13 Refunds, awards, and indemnities- - ; 28, 765 | 30, 000 | 35, 000 
5 Taxes and assessments_- paler eweors 8, 363 | 8, 000 | 11, 000 
Total obligations- - --- : A a 27, 166, 140 29, 500, 000 29, 900, 000 





Mr. Preston. We will also insert pages 827 through 829 of the 
justifications dealing with the limitation on general administrative 
expenses. 

(The pages follow :) 


Summary of requirements 


Limitation, fiscal year 1960_.....-- . ibe . $29, 500, 000 
Add: Cost of health benefits program ; : z 177, 000 
Deduct: 

Nonrecurring items 


1 less compensable day-__- : .. $85, 000 
Langley air conditioning : chewa noc ee 
Equipment requirements - - 151, 000 
AASHO test road____- ats ; ¢ 655, 000 

Total. maasais — i ‘ ‘ . ‘ 1, 011, 000 

Base for 1961__ ; 28, 666, 000 


Net difference—1961 over 1960 





Requirements Difference 


| increase (+-) 
or decrease 


1960 adjusted | 1961 estimate (—) 
Washington office__- ees $10, 110, 000 $10, 466, 000 | +-$356, 000 
Field__. nee 17, 090, 000 17, 652, 000 | +562, 000 
Junior engineer program: | 
ORRIAONG nc cc etn 958, 000 | 1, 169, 000 | +211, 000 
ind cncannannonane pe 508, 000 613, 000 +105, 000 
Requirements. .-........- 28, 666, 000 29, 900, 000 +1, 234, 000 1, 234, 000 


Total estimate of limitation, 1961. ds api sebaea pousé ; ree =e ‘ 29, 900, 000 
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Mr. Preston. Mr. Tallamy, will you speak to this item ? 

Mr. Tattamy. The 1961 fiscal request is $29,900,000 as compared 
with the approved budget last year of $29,500,000, which is $400,000 
over the fiscal 1960 budget. I understand the way to consider one 
budget versus another, however, is to see what the increase is after 
considering the nonrecurring items of the previous budget. The in- 
crease, afte r deducting nonrecurring items, is $1,234, 000. The non- 
recurring items are among others the AASHO test road project of 
$655,000. 

[ might digress to tell you how that is coming, Mr. Chairman, if you 
think that worthwhile. 

Mr. Preston. Yes, sir. 

AASHO TEST ROAD 


Mr. Tatutamy. The test road is going to be fundamental to the 
principal report we are submitting to the Congress next January 
having to do with long-range financing of the highw: ay program. It 
is a project which will help us determine the benefits that different 
classes of users secure from a highway, namely, trucks, passenger cars, 
and so on, and relate the cost of constructing such a highway for the 
different loads and sizes of vehicles. 

We anticipate that the test will be finished by June of 1960. It has 
been expedited and there have been some deficits in the original pro- 
cram which together require some $3 million but the States themselves 
have agreed to make that up, so we are not requesting any additional 

funds for it, but there was an increase. 

It is expected it will be finished, so far as our program is concerned, 
by June, which will give us time enough to incorporate the findings 
into the report which will be presented in January. That $655,000 
is not a rec urring item. 

The nonrecurring office furniture and equipment is $151,000, and 
Langley airconditioning, $120,000. We have one less compensable 
day, "$85,000. These give us a total deduction from last year’s budget 
of $1,011,000. However, there is an additional item of $177,000 for 
the cost of the health benefit program, giving a net deduction of 
$834,000. 

INCREASES REQUESTED 


The increases result from the full year cost of our computer equip- 
ment, which will require an additional $46,000 because we did not have 
it the full ye ir last year. We do need some positions. We are only 
asking for 25 people i in the main office, Washington office, and 52 in 
the field. I will explain those in a second, but in | regard to the financ- 
ing of it, the cost in 1961 is $440,000. The annualization of the sal- 
aries of the previous budget is $499,000. 

I have already mentioned the equipment figure of $46,000 for 
annualization. We are also transferring from actual construction 
projects and from the operations portion of the junior engineer budget 
certain trainees, which results in an increase in the training budget. 
That requires $94,000. For other objects of expenditure, which relate 
to increased office space requirements, travel, moving of our personnel 
from one assignment to another, and communications, we are request - 
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ing an increase of $155,000. These items I have just cited amount to 
the $1,234,000, which is the difference between the adjusted budget, as 
developed by subtracting from it the nonrecurring items, and the 
requested budget for 1961. 


Forest Hignways (Trust Funp) (LiqumarTion or Contract 
AUTHORIZATION ) 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
| 


Program by activities 
Direct obligations 


1. Construction $32, 249, 524 $33, O86, 538 $34, 000, 000 

2. Administration 794, 032 992, 000 1, 311, 000 

3. Forest Service administration 98, 750 100, 000 100, 000 

Total direct obligations 33, 142, 306 35, O78, 538 35, 411, 000 
Reimbursable obligations 

1. Construction 1, O80, 662 1, 600, 000 1, 600, 000 

Total obligations 34, 222, 968 | 36, 678, 538 37, 011, 000 


Financing 
Comparative transfers from (—) other accounts —34, 222,968 | —36, 678, 538 |__ 
Unobligated balance of prior contract authorization trans- | | | 
ferred from ‘‘ Forest highways (liquidation of contract 


authorization)”’ ‘ a a ‘ ..| —36, 411,000 
Advances and reimbursements from 
Other accounts ce | —1, 520, 000 
Non-Federa] sources —80, 000 
Unobligated balance carried forward (contract authoriza- | | 
tion | 34, 000, 000 
Contract authorization (new) (proposed legislation) 33, 000, 000 


Status of unfunded contract authorization 


| 1959 actual | 1960 estimate 1961 estimate 


dation of contract authorization)”’ 
Contract authorization (new) (proposed legislation) 
Unfunded balance at end of year 


| 
Unfunded balance transferred from ‘‘ Forest highways (liqui- 
| $68, 250, 000 
| 33, 000, 000 
| —65, 250, 000 


Transfer from ‘“‘ Highway trust fund”’ to liquidate con- | 
tract authorization ‘ | 36, 000, 000 
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Object classification 


Total number of permanent positions__ 


Full-time equivalent of all other pernens escapes 


Average number of all employees- ------ 
Number of employees at end of year-- 
Average GS grade and salary. ......-.--------- 
Personal service obligations: 
Permanet positions__------ 
Positions other than permanent-.-- 
Other personal services. -- ..---- 


Total personal service obligations - 


Direct obligations; 
01 Personal services......-..- 
02 Travel... 
03 Transportation of things 
04 Communication services-----.-.- 
05 Rents and utility services_. 
06 Printing and reproduction. 
07 Other contractual services - 


Services performed by ‘other age ncies 


08 Supplies and materials 
09 Equipment i 
10 Lands and structures - 


ll Grants, subsidies, and contributions_.__- aie 


15 Taxes and assessments........---.----- 


Subtotal sili Nanas sephe tak ctps ied ak 


Deduct quarters and subsistence charges... - 


Total direct obligations...........----.-.-- 


imbursable obligations: 

01 Personal services_..-. 

02 Travel. 

( Transportation of things-- 

04 Communication services_- 

05 Rents and utility services__-.- 


06 Printing and reproduction. --......------ 


07 Other contractual services - - 


Services performed by other agencies---- 


08 Supplies and materials..............-..- 

09 Equipment , ; 
11 Grants, subsidies, and contributions -- 
5 Taxes and assessments.-........---- 


Total reimbursable obligations... -.-.- 


TEE Ta aa dawecdiacocnasdces 


625 | 


| | 
1959 actual 1960 estimate 1961 estimate 





625 

160 

| 645 
= 870 
[82 $6,771 





625 

| 159 160 
645 645 

Br: 870 870 
| 8.1 $6,508 | 8.2 ” $6, 674 





g $2, 576, 27 


139, « 285 


3, 302, d 860 


2, 798, 451 


= 435 | 


| 5, 893 


i 635 | 


170, 058 
12, 532 
| 193, 061 


.| 3, 446, 097 





34, 222, 968 


587, 301 | 








i $2, 605, 000 
590, 000 
160, 000 


3, 345 000 


2, 594, 000 
505, 000 
| 15, 000 
10, 000 


156, 000 | 
| 12,000 | 
| 177, 000 | 


1, 323, 000 





36, 678, { 538 


$2, 635, 000 
590, 000 
140, 000 


| 3, 365, 000 


, 611, 000 
506, 000 
15, 000 
10, 000 
156, 000 
12, 000 
177, 000 
, 304, 000 





364, 000 | 365, 000 
| 226,000 | 226, 000 
; »! | 29, 555, 538 29, 887, 000 

139, 047 129, 000 | 130, 000 

12, 456 | 12, 000 12, 000 

| 33,142,314 | 35, 078, 538 1 35, 411, 000 
his eete alae shiek ia tetanic dlaciabasaie 

| 33,142, 306 | 3s, 078, 538 | 35, 411, 000 
sal 504, 409 | 751,000 | 754, 000 
| 99, 574 | 147, 000 146, 000 
2, 865 | 4, 000 | 4, 000 

| 3, 000 3, 000 

45, 000 45, 000 

3, 000 3, 000 

51, 000 51, 000 

384, 000 383, 000 

106, 000 105, 000 

65, 000 65, 000 

38, 000 38, 000 

3, 000 3, 000 

_| 1,080, 662 | 1, 600, 000 1, 600, 000 


37,011, 000 


We have a forest highway program which the Budget proposes 
to finance from the highway trust fund. 
Mr. Preston. We shall put in the record at this point pages 849 


through 851 of the justifications. 


(The pages referred to follow :) 


Summary of requirements 


BOOPIGTION: BOOU sie sea cuca neiee aie ee chews 0 
Add: Comparative transfer from “Forest highways (liquidation 
of contract authorization), Department of Commerce, Bureau 
AOE NU na NN cays wn ws akc ca as ato eaten sees cebbne coi $30, 000, 000 
Deduct: 1960 appropriation applied to contract authorization__- — 30, 000, 000 
OS De? 2006 6 otc eee eae Geena 0 


Requirement for 1961: 
zation 


36, 000, 000 


36, 000, 000 


ae eer Fae es i tame 
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EXPLANATION OF LANGUAGE CHANGES 


Provision has been made in the language to finance this appropriation from 
the highway trust fund rather than from the general fund as in the past. 

Expenditure requirements for fiscal year 1961 are estimated at $36 million. It 
is estimated that there will be an unexpended balance of prior general fund 
appropriations for this purpose of $6 million as of June 30, 1960, which would 
require an additional appropriation of $30 million to cover total estimated 
expenditures. 

Since language has been included which will rescind this unexpended general 
fund balance of $6 million, an appropriation from the highway trust fund of 
$36 million will be necessary to cover estimated expenditure requirements for 
fiscal year 1961. 
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Mr. Tatitamy. The forest highway program is now financed by 
general fund appropriations. The Budget again requests that this 
be made a highway trust fund appropriation and that $36 million be 
appropriated for it. The actual new cash requirement, however, is 
only $30 million because $6 million of ‘tea request is necessary to be 
appropriated out of the trust. fund to provide for the proposed re- 
scission of the estimated unexpended general fund appropriation of 
$6 million as of June 30, 1960. So that the net cost to the Govern- 
ment of a $36 million request from the trust. fund, coupled with the 
rescission of the existing general fund balances, would be $30 million. 


Pusitic Lanps Hiecnways (Trust Funp) (Liqumation or Contract 
AUTHORIZATION ) 


Program and financing 


| 
1959 actual | 1960 estimate | 1961 estimate 


Program by activities | 


1. Construction = $2,127,447 | $6,163,877 $2, 957, 000 
2. Administration 37, 329 | 58, 000 43, 000 
Potal obligations. 2,164,776 | 6, 221, 87 | 3, 000, 000 
Financing: | | 
Comparative transfers from (—) other accounts -| —2, 164, 776 —6, 221, 877 | - 
| 


Unobligated balance of prior contract authorization trans- 
ferred from ‘‘ Public lands highways (liquidation of con- | 


tract authorization)’’_.. | be ; —43, 000 
Unobligated balance carried forward (contract authoriza- | 
tion) -- ; i 43, 000 


| 


Contract authorization (new) (proposed legislation) --- 3, 000, 000 


Status of unfunded contract authorization 





| 


1959 actual | 1960 estimate | 1961 estimate 
' 


a eummenty nneemen — Sotiiccieninininpaeicilinnianstinmemabemettstoesini seme dbeamaipaiaiiill ot ms 


Unfunded balance transferred from ‘‘ Public lands highways | 
(iquidation of contract authorization)”’ % | $3, 000, 000 
Contract authorization (new) (proposed legislation) _- | | 3, 000, 000 
Unfunded balance at end of year | |  —3, 000, 000 
Transfer from ‘Highway trust fund”’ to liquidate con- 
tract authorization. ali 3, 000, 000 
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Object classification 











1959 actual 1960 estimate | 1961 estimate 
Total number of permanent positions. -___...........-..------- 8 | 8 | 8 
Full-time equivalent of all other positions.__...........-------] 3 | 3 | 3 
Average number of all employees--.--......-------- a 8 8 ‘ 
Number of employees at end of year_.........--.-.----------- | 5 5 5 
Average GS grade and salary._..----.---- pecwacanccnsceceen-+| 8&1 $6,508) 8.2 $6,674) 8.2 $6, 771 
01 Personal services: | 
Permanent positions a cdapaease ae ae Sees $27, 135 $27, 000 $27, 300 
Positions other than permanent---.------- esincek 11, 053 11,000 | 11, 000 
Other personal services_..........------- eee 2, 846 | 3,000 | 2, 900 
Total personal services...........--- sedate ate cit 41, 034 41, 000 | 41, 200 
Oi OR PAIS cctance Moti vnditteaddebeatoyankinmacaes nmanl 9, 762 10, 000 | 10, 000 
@: Transportation of things... ~~ =... .....2--.56.5.%. cael cane denkeexreaske 
OF COOMAIMMICNEION BOTVIOCOE.... . on oss ccc ccc nc ncdcceeesencce- 78 100 100 
ee Pa 853 1,000 | 1, 000 
OS PIECE BIN TOO on odin oe oi ene cee ccc wcasccsicsae Dele bbs escaeecalinascncetomuaas 
07 Other contractual services_--__.....---- oaths | 6, 108 | 6, 000 | 6, 000 
Services performed by other agencies- - - - - -- wieccamail 67, 511 68, 000 68, 000 
a EO ee or Deaawansne’ 430 | 500 | 500 
10 Lands and structures - Passed dhué Hinnuastwedeenee! 2, 036, 936 | 6, 093, 277 2, 871, 200 
ll Grants, subsidies, and contributions_-___.._-- mae eke 1, 741 2, 000 | 2, 000 
1S “Fares AiG SeeesMents... ... 5 3 Swine wcnccn ae st WO facckoceceges: ae 
= eae eee ee -imaiichahoakccedaeand 
EE MONG is os Mvisignten 6.4 CAN a ee ae aeeneeneiaeatins 2, 164, 77 6, 221, 877 | 3, 000, 000 





For the public lands highways program we have a request for $3 
million, which liquidates all of the current authorizations for that 
program. 

Mr. Preston. We shall insert at this point in the record pages 860 
through 862 of the justifications. 

(The pages referred to follow :) 


Summary of requirements 


AUOTONMBTON: | 10002 > ee a onan 0 
Add: Comparative transfer from “Public lands highways (liquida- 
tion of contract authorization), Department of Commerce, Bu- 


POY AVE PA RR enc hacssicecnia sainet niceaeakn ealiininsecetmcnanemaamiea a $4, 000, 000 
Deduct: 1960 appropriation applied to contract authorization_-_-_-__- — 4, 000, 000 
RENO Tit 10M ok. cence sd~ ses wae ee 0 
Requirements for 1961: Cash to be applied to contract author- 
IR es arannienidnswame nen nance umanneebparantetnead= 3, 000, 000 
Total estimate of appropriation, 1961__....._..___..--_~---+4- 3, 000, 000 


EXPLANATION OF LANGUAGE CHANGES 


Provision has been made in the language to finance this appropriation from 
the highway trust fund rather than from the general fund as in the past. 

Language has also been included which will rescind any general fund balances 
of prior appropriations remaining on June 30, 1960; however, it is estimated that 
all prior appropriations under this head will be fully expended on June 30, 1960. 
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Mr. Tattamy. The request also provides for appropriating the 
public lands funds from the trust fund. Rs 

I would like to comment further on our request for additional 
positions. All of us are of the very decided opinion that we need 
this additional help. We are developing and expanding the arterial 
portion of our planning program. It is becoming increasingly evi- 
dent that it is desirable to have the cities and States develop master 
plans for metropolitan highway construction. It is not necessary, 
in my judgment, that this be done immediately, but it is necessary 
to start accelerating that program. It will require some additional 
help and certainly ‘the engineering ought to be expanded to assure 
that we are getting the most economical designs and the most de- 
sirable locations for our highways. This requires additional engi- 
neering to a minor extent in the Ww sshinubee office. 

So far as administration is concerned, we are strengthening our 
financial staff to further improve our accounting system and to pro- 
vide for accrual accounting in the Bureau’s s operations. We feel that 
is a very desirable thing and it is also something which the Comp- 
troller General is very much interested in. 

We want to expand the ability of our accounting staff in the Wash- 
ington office to visit the field and make sure the field offices have all 
the help they need, and to insure that they are properly conducting 
their accounting operations and also to aid the field staffs in the de- 
velopment of this new method of accrual accounting. 

Further, we are expanding our electronic computer equipment fa- 
cilites so that we can use it to greater : advantage for our engineering 
and accounting operations and that requires additional help. 

The highway program is bringing about many changing laws in 
the States, both as to operation of highw: uys, and loads and capacities 
of vehicles, all of which have to be reviewed by our legal staff atau 
we cannot make an apportionment of funds to a State if those laws 
result in a change in the loading of vehicles in excess of what is per- 
mitted by the States on July 1, 18 956, or by the 1956 act. 

We are also reviewing State legislation regarding purchase of 
right-of-way, condemnations of property, and many other things. 

The program also is requiring many new pieces of legislation at 
the Federal level which must be reviewed, and our counsel feels he 
needs three additional employees. When I find I cannot get the 
answers I want from him as readily as I want them, I certainly agree 
he does need the three. 

In regard to the field, we have expanded the operation of planning 
and scheduling of work in cooperation with the States so as to try to 
help in the development of a scheduling of construction of work so as 
to provide wherever possible continuous routes, rather than having 
spotty construction. 

I already pointed out the fact we are spending a great deal of effort 
on this matter of community planning in a cooper ative way and in an 
educational way and by giving the States assistance in that phase of 
the operation. 

I would like to point out both for the engineering personnel and 
the accountants in the main office and in the field one very important 
thing. Our workload now is even greater in spite of the fact that it 
might appear to be less because of the reduction and the program 
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because now many projects are coming into fruition, projects which 
were started 2 or 2144 years ago are now coming to the stage of final 
audit, final engineering review, and final payment. 

We do not want to hold them up. Yet the final audit stage, the 
final inspection stage is the most detailed and the one that we want 
to be sure everything is in order because if we make a mistake there, 
after the project is closed, it is difficult to correct it. With progress 
payments, it is not quite so important. That, Mr. Chairman, and 
members of the committee, concludes my formal presentation. 


REPAYABLE ADVANCE TO THE Higuway Trust Funp 


Mr. Preston. We shall insert. in the record at this point pages 869 
through 872 of the eee 
(The pages referred to follow: 


Summary of requirements 


Anmenairinioon. 2000. 262 a! ooct ee el | _. $359, 000, 000 


POC {cepa aneDt OF AG VANCG. os Zoic meee ce —350, 000, 000 





i600 fOr tee... eats isis cass 
Requirements for 1961: Re “payable advance_ - AR 


Riles paeeaiares elma eae 0 
aha: an Sslea ba ose 200, 000, 000 


Total estimate of appropriation, 1961___._...._-.._--.-_---- 200, 000, 000 


The purpose of the appropriation request is to provide a temporary advance to 
the highway trust fund to meet promptly the estimated demands on the fund for 
reimbursement to the States during the course of the fiscal year. This temporary 
financing is authorized by section 209(d) of the Highway Revenue Act of 1956. 

The Bureau has transferred the full amount of the 1960 advance of $359 million 
to the highway trust fund: $145 million in October, an additional $150 million in 
November, and the remainder of $64 million in December. It is anticipated that 
by the end of the fiscal year the full amount of the advance will be repaid to the 
general fund with interest in the amount of $6 million. 

The manner in which revenues accrue to the highway trust fund and reimburse- 
ments are made to the States indicates the need for a repayable advance begin- 
ning in July of 1960 to permit the Bureau to make payments to the States 
promptly and fully over the span of the fiscal year. 

During the first half of the fiscal year the rate of expenditure exceeds the rate 
of revenues accruing to the fund. It is estimated that expenditures by December 
31, 1960, will approximate $1.654 billion whereas revenues available for Federal 
aid payments will amount to only $1.469 billion. 

It is estimated that $25 million will be required in July 1960 and additional 
increments will be needed during October and November. It is expected that 
revenues will begin to exceed expenditure requirements in January 1961 and it 
is anticipated that the full amount of the advance with interest will be repaid 
to the general fund prior to June 30, 1961. The exhibits on the following pages 
reflect the estimated monthly revenues, expenditures and balances for the fiscal 
vears 1960 and 1961. 








ich 
ial 


the 
unt 
re, 
egs 
nd 


369 


000 
000 


() 
000 


000 


2 to 
for 
ary 
156. 
lion 
1 in 
hat 
the 


r'se- 
rin- 
ites 


‘ate 
ber 
oral 


nal 
hat 
1 it 
aid 
izes 
cal 


505 


Estimated revenues, expenditures and balances, fiscal year 1960 


Net receipts 


Month | 


Balance June 30, 
1950. . - be ees 

June vouchers car- 
ried forward . 





July 
August = 
September 201 
October higiasoanabatbdi 198 
November-......--- 151 
December is Salada 233 
January -...--- oes 224 
February-.-- ; 219 | 
March : . 188 | 
April 200 
May. aekee 247 
June... _ 23 
a 2, 519 


| Menthly| Cumu- 
lative 


SWNNNNEPrrr> 


_| interest 


{In millions] 


Deduct 
on gen- | 


eral fund | 
advance 





Balance 

available 

for high- 
ways 


General 
fund 


| advance 


$145 
150 


64 


Expen 


Monthly | 


litures 


Cumu- 
lative 





Balance 





—_ _- Sr ~ LL ll 



















































ee eee me la ener re 
“UOT [[IUI ZZ$ JO JUNOUIV OY} Uy SBS UO[ZBIAB JO JON 
— oe 689 % reese ae Sie 1 ee 68 Ee ts ee oe Sees) L028 Z% ae ee eer ae re ei et siete air ~~ [8jO.L 
Sas antag a : caaeeeeemmeeiel pies cadeascaailt inemetnmnig haces : wk eeepc 
cor 689 '% 12% £ £8 '% oS 988 % EFS See a Re Care i ae See een rare ~eune 
682 89F '% | LOT z ae ia “"| €6¢ ‘2 09% ree ee eee eee ee en ae Avw 
861 108 ‘% I+ | z ae. 5 eee % oe. tesa es Se age tere ation | 
RET O9T % Chl } I O€1 % ee ek toa OE *% 90% Byes hea ren ere Pee cn ee ate ne We eee i “ole yy 
Lh S10 '% 8ST ie $26 ‘I ees "| ¥26 'T 802 Ee eee Pa ene tae ee a AlenIqay 
62% LS8 ‘T £02 1 € GIL T Swi ae 9IL‘T 02% rae ee ee nee ee ne ee et eee Arenues 
ST ¥S9 ‘T GSZ £ 96F ‘T eee ee “"") 96F ‘T 622 eee ee one ner oe ae Sea eae 19q U1900(T 
bP 668 ‘T F8Z | 29% ‘T Bers oh aa oe 861 Se ee ee ee pe ie Maye es rd JQ WI9AO NT 
rE SIt‘T L6z 690 ‘T ee | 690 ‘T aS... ff ee ee ee ee ee 419Q0}O 
co cI 818 162 €Z8 ane See +e*) ae ZLZ Eenecreeey Seren eee Rear ener ~Jequiezdeag 
OQ fe Leg FZ a. ~- qreretekbere 16 862 Sener Aner eN ines ve Nene NERS TN eT aee mn ysn3any 
ad 0% £SZ$ CZ$ | a. . aie wa eee £92 Sema 38. irene seas = oe ake eee arr ar 
6$ — aera a? | ae ae | 6$ ve cers i$ ae tS a ee. es — “-"--"Q961 ‘Of OUNL s0UBl Bg 
acticin eeecommmestics Somes \ coencrteentengeaennlla —— palaces ee poe aaacenenend nates — a 
sABaysiy | 
GAT} spurt] soUBA PB @Al} | 
-B[nmWINY Alqquoyy QOUBAPB pIe-[8J0 orqnd sABMYySTY puny -eynuing | Alyjuoy,y 
eouRleg pun -pagq 40J ‘sABMUSTY IOJ [e10ue3 yoy 
| ]esoues) OI QBIIBAB 4Sal0} 10} a QRTIVAB UO 489.10} | 
. te Sere ee souyleg |sjuemelnb | sounjeg |-uljonpeq|j-  ~ 
sain} puedxy -o1 jonped | 1 S}djo001 JON } 
| ' 














[Suoy][}UI Uy] 


196] 4vak poosy ‘saoun) pq pun sasnjipuadaza ‘sanuanas paynursy 





——E 


507 


ADDITIONAL PERSONNEL 


Mr. Preston. This statement has been very enlightening, highly 
interesting and informative. You anticipated my first question right 
at the last. I was going to ask you why you need additional people 
when your program is being reduced. 

Mr. Tattamy. I think I have explained it. It surely is a fact that 
our need for engineers and auditors increases toward the tail end 
of the construction program. 


ATTORNEYS 


Mr. Preston. How many attorneys do you have? 

Mr. JAmes ALLEN. We have 23 attorneys and 21 legal assistants, 
law clerks, and clerical, making a total of 44 in the General Counsel’s 
Office. 

Mr. Preston. Do you budget for these? 

Mr. James ALLEN. These are budgeted for 1960. 

Mr. Preston. In your own budget? 

Mr. James AtLEN. In our own budget, and the 1961 budget request 
is for two additional attorneys and one additional clerk. 

Mr. Preston. Are these people in your own office or at the Office 
of the General Counsel for the Department of Commerce ? 

Mr. James Auten. They are in our own office. They are our 
employees. 

Mr. Tattamy. They are our office completely. May I speak off 
the record ? 

Mr. Preston. If you think it is advisable. 

(Discussion off the record.) 


PROJECTS EXAMINATION DIVISION 


Mr. Preston. Do you have a Compliance Section ? 

Mr. Tatuamy. Yes, sir. 

Mr. Preston. How many people do you have in there? 

Mr. James Aten. We have 26 budget positions in our Project 
Examination Division. 

Mr. Preston. Is that what you call the Project Examination 
Division ? 

Mr. JAmes ALLEN. Yes sir, Project Examination Division, which is 
responsible for conducting examinations in our field offices and the 
State highway departments to determine whether or not they are com- 
plying with our regulations and procedures. 

Mr. Preston. There are 26 positions? 

Mr. James AEN. Twenty-six budgeted positions. There are 
four vacancies in that staff at the present time. 

Mr. Preston. In my opinion, you do not have enough in that work. 
I do not see how 26 people can possibly examine all the projects in 
the United States with any degree of accuracy to avoid scandals and 
situations that turn themselves up and get wide notoriety. 

Mr. James ALLEN. We have conducted examinations in 41 of the 
State Highway Departments since the beginning of the program and 
we are in three more States now, which will bring it up to 44. We 
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have just about been around to every State and every one of our 
Division offices. 

Mr. Preston. You can start right over again. 

Mr. James ALLEN. Yes, sir; we shall. 

Mr. Tatiamy. I certainly am not going to argue with you. I 
would like to get more men for that operation. It has been difficult 
to develop that Division because there isn’t any Division in our opera- 
tion which requires more careful selection of people, men of sound 
judgment and technical qualifications and background and experi- 
ence, particularly sound judgment. We do believe we have some very 
cood men now, but I would like to expand it more myself. We are 
looking into that. 

Mr. Presrox. How much difficulty have you had in this respect 
thus far, Mr. Tallamy ¢ 

Mr. Taritasmry. Those examinations we have made so far, we find 
the principal problem to be in not following as well as they might, 
both the States and our own offices, the procedures which are laid 
down. Not to the extent of creating a serious problem but to the 
extent of not satisfying us that every possible thing is being done 
to assure the very best result. 

We have found but very few cases where lack of integrity has been 
a problem. ‘Those few cases have been turned over to the Department 
of Justice and have been or are under consideration by them. But 
there are very few, indeed. You could almost count them on one 
hand. 

Mr. Preston. I am glad to hear that. I do not know what the 
future will uncover because it has not been operating long enough to 
really tell. 

Mr. Tatiamy. I think there may, of course, be something uncov- 
ered as we go along, but we have an enormous program and I am very 
sure, with the tried and experienced men we have in the Bureau 
supervising this work, that there will be very, very little compared 
to the size of the program. If there is a tendency on the part of 
somebody in the way of wrongdoing at the State level, I also am in- 
clined to believe they will be very far down the line and that they will 
be directing their attention to something other than the Federal pro- 
gram because we are watching it, I believe, very carefully. 


EXCESSIVE PAYMENTS FOR RIGHTS-OF-WAY 


Mr. Preston. Mr. Tallamy, what difficulty have you had with the 
States paying excessive amounts for rights-of-way ? 

Mr. Tatiamy. I do not think any payments for rights-of-way have 
have been excessive that involve our program. We require a detailed 
audit of all of the appraisals in an area where as a result of our spot 
checking of the operations of the State, we feel that such audit is 
required. We do not feel, at the moment anyway, that we can pos- 
sibly afford enough men to check every single p: reel of land that has 
been acquired, but we have established proc edures in ever vy State which 
we have reviewed and which we have approved and which we expect 
the State to follow. 

In our auditing work we spot check the appraisals and the nego- 
tiations to see that they have followed those procedures and see that 
they are reasonable. If we found out there may be some question as 
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to the skill with which the appraiser has done his work or the skill 
of the negotiator, if there is any reason at all which would cause us to 
feel we should go further than the normal spot checking that an audi- 
tor would do in auditing the books of a large corporation, we then 
sroceed and check every single one of them asa part of our final audit. 

We do enter into progress payments on the purchase of rights-of- 
way but we have, however, in those cases a written agreement with 
the State that if in our final audit we find that the appraisals are not 
proper, the negotiations are not proper, or for any other reason we 
think the settlement for any particular property or group of proper- 
ties is not right, we make disallowances as necessary and, should there 
not be enough money in the project to cover that disallow ance, it is 
agreed on behalf of the State we can take such credit from any other 
project on which the State claims reimbursement. 

I think we are protected on any charge of exorbitant prices for land 
and that sort of thing. On properties estimated to cost over $25,000 
we require not only one appraisal but two appraisals by different 
people, made separately. 


PROPORTION OF INTERSTATE PROGRAM IN URBAN AREAS 


Mr. Presrox. One final question before we pass the questioning to 
the committee. I have heard the criticism leveled on several oc- 
easions that a disproportionate amount of the interstate funds have 
been used by the States for construction of urban expressways and 
thoroughfares, and so forth. 

Mr. Tanuamy. Y es, Sir. 

Mr. Preston. Can you provide the committee with a chart show- 
ing by States these figures ¢ 

Mr. Tattamy. Yes, sir: I will be very happy to do so. I might 
point out that the original reports on which the 1956 legislation is 
based clearly indicate that about 50 percent of the cost of the inter- 
state program is in urban areas and in our national program at the 
present time, the urban estimates are 42 percent. 

Mr. Presron. In your regular— 

Mr. Tatnamy. The 108-d estimate 5 for cost of completing the Inter- 
state System, which we submitted 2 years ago, shows that the esti- 
mated cost of the Interstate System in urban areas is 42 percent. 

Mr. Preston. Of the entire program / 

Mr. Tattamy. Of the entire program. All previous reports have 
shown it around 50 percent. 

Mr. Preston. Of course, most of that is accounted for, I suppose, 
by the fact that the rights-of-way are so expensive to acquire. 

Mr. Tatiamy. It is “less than’ what. was originally contemplated 
percentagewise in urban areas. So I personally am not of the opinion 
that it has been excessive in urban areas by any means. 

Mr. Presron. I am just quoting the criticism I have heard. 

Mr. Tatuamy. I understand. 

Mr. Fioop. If the gentleman will yield, that was very interesting 
and I am interested in it—you know why—Pennsylvania. But is 
there this point? That would be the responsibility of the State, of 
course. The disproportionate expenditure by the State within the 
State of urban vis-a-vis the other roads by the State, what about that 4 

Mr. Tattamy. At the present time ¢ 
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Mr. Preston. That, naturally, follows because the State does the 
planning and the programing. 

Mr. Froop. I am concerned in Pennsylvania about the fact—and 
that would be the next. step from what my friend from Georgia raises. 
Your figures may show 42 percent, but that, of course, is subject to 
variance State by State, depending upon the action of that State. 

Mr. Tatuamy. Yes, I see your point. I will be very glad to show 
you what it is State by State. 

Mr. Preston. Very well. 

(The information to be supplied follows :) 


FepDERAL-AlIp INTERSTATE FUNDS IN URBAN AREAS OF 5,000 on More Poputa- 
TION, AND IN RuRAL ARBAS 


Contracts advertised and funds obligated, July 1, 1956, through June 30, 1959 


{Thousands of dollars] 


Total cost 








State ia eiiananin’ eng a 
Urban areas | Rural areas Total 

nabs tnprapanrtirenioaenionias . _ | sont ee inal 
Alabama ee aa ‘ $16,151 | $85, 330 | $101, 481 
Alaska - ° --- - << - oo euee e 
Arizona , = nb » 12, 265 | 50, 357 | 62, 622 
Arkansas- -._-- ; nenieenne 34, 642 39, 598 | 74, 240 
California i | 435, 142 | 246, 526 681, 668 
Colorado - ‘ i ; eis wkd 24, 754 | 50, 326 75, 080 
Connecticut 33, O74 37, 508 70, 582 
Delaware..__. 5 ‘ 9, 570 13, 209 22, 779 
Florida... 87, 697 60, 523 148, 220 
Georgia_- ae 61, 879 64, 372 126, 251 
Hawaii_--_-_- a = ; sake : en SS he 
Idaho 3 3, 901 | 35, 324 
Illinois PP a che chelate he caek oR are eaten ta ; | 218, 965 125, 404 
Indiana cane 14, 556 111, 954 
Iowa ; sewecena ‘ 31, 994 98, 976 130, 970 
Kansas cad ee ra Bud = 31, 764 52, 605 84, 389 
Kentucky ; E 39, 562 79, 843 | 119, 405 
Louisiana... .- 4 ; ieee va" 61, 655 | 66, 866 128, 521 
Maine F < ee oe 17,170 | 26,798 | 43, 068 
Maryland ' see | 37,113 | 33, 149 70 262 
Massachusetts. _- : 3 eee ie nat 99, 243 | 59, 055 | 158, 208 
Michigan : " | 71, 359 184, 440 255, 799 
Minnesota. i | 101, 426 24, 942 126, 368 
Mississippi 23, 453 56, 899 80, 352 
Missouri--- A 111, 462 | 70, 491 181, 953 
Montana _-- 8, 825 39, 208 48, 033 
Nebraska ; 15, 652 35, 372 51, 024 
Nevada--- 2 24, 876 19, 646 | 44, 522 
New Hampshire 8, 579 37, 744 46, 323 
New Jersey 72, 382 | 55, 314 127, 696 
New Mexico-- 11,911 | 66, 428 78, 339 








| 
| 

New York- | 403, 588 | 97, 015 500, 603 
North Carolina ida 12, 868 90, 294 103, 162 
North Dakota | 4, 277 53, 325 57, 602 
Ohio-- wet 150, 085 | 269, 804 419, 889 
Oklahoma ‘ 3 ; ‘ <i . | 23, 592 78, 157 101, 749 
Oregon ‘ | 29, 899 76, 145 106, 044 
Pennsylvania--__-_-.--- pada bs Saccedoa 129, 044 154, 829 | 283, 873 
Rhode Island soa i ; aia cab | 21, 396 11, 030 32, 426 
South Carolina eine ‘ we | 3, 818 84, 690 88, 508 
South Dakota- - - -- ; slenaie ea eo alee 6, 847 30, 604 37, 451 
Tennessee - atacoanl pak ; Scene 71, 448 76, 412 147, 860 
I 7 kocbiandidadaaabd 149, 678 191, 385 341, 063 
Utah as r ahatadl oie kod aaa 20, 754 33, 204 53, 958 
Vermont... ia eoateesxt ee 7 8, 757 29, 954 38, 711 
Virginia ‘ aes ‘ ‘ 12, 683 98, 899 111, 582 
Washington - - -- ae 4 63, 175 58, 002 121, 177 
West Virginia-_-.-_-. 7 i eee 9, 944 59, 944 69, 888 
Wisconsin. --_. . ian Be ea Ste 33, 402 69, 106 102, 508 
REPRE SP eee as ida’ - 6, 092 55, 501 61, 593 
District of Columbia---- ‘a Sal ad ee 29, 631 tad : 29, 631 
Puerto Bico......... shoe's = Sods tie eae s ; 

Total ii iis tagline re vacates sawall 2, 912, 000 3, 546, 507 6, 458, 507 
Percentage of total._.__--- : intebd oes env eae bokeret 45 55 100 
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Mr. Preston. Mr. Tallamy in his statement covered all of the sub- 
divisions of this agency and we inserted the justifications as we went 
along. Actually, the matter is now open for questions of any kind 
or character with reference to the Bureau of Public Roads, and this 
will be the final questioning. 

Mr. Preston. Mr. Flood. 

Mr. Fioop. Mr. Preston’s final question will eliminate a good deal 
of mine, if you will supply the charts. 


KEYSTONE SHORTWAY 





I am concerned primarily in my State—I do not want you to think 
I do not love you any more because I have not bothered you for about 
a year—I am concerned about the alleged or supposed—out in the 
provinces we think the city slickers are pushing us around, more 
particularly my friend, Dick Dilworth, from Philadelphia, for the 
purpose of hamstringing and frustrating construction of the so-called 
Keystone Shortway that you met as you got off the plane, I think, 
your first day in town here several years ago. I am interested in 
whatever kind of chart your long-haired characters can show us 
reciting the facts. 

Mr. Tatitamy. I will be happy to. 

Mr. Froop. I do not ask you to interpret them. It is none of your 
business. I do not want vou to do that, but I would like to see if you 
people could put something together as an appendix to Mr. Preston’s 
request in my State with spec ific reference to the so-called Keystone 
Shortway, more particularly that phase of it, related or not, and to 
shy at extent, to the proposed bypasses and urban redevelopment plans 

n, adjacent to, and contiguous to metropolitan Philadelphia. 

mike Tattamy. I shall be very happy to. 

(The following information was supplied for the record :) 

The latest 108(d) cost estimates which were submitted to the Congress in 
January 1958 show the total cost of constructing the Keystone Shortway to be 
$294,264,000 while the same estimates indicate a total cost of $420,058,000 for 
construction of highways in and around Philadelphia in Pennsylvania. 

Mr. Frioop. I have been trying to look through this justification 
book and check your statement while the questioning was going on, 
but I have only four ears and I did not do a very good job. 

Did I hear you say that any change, material change, in the ratios 
between the ABC systems and the Interstate Systems ‘duri ing 1958-59 
and 1960-61 on the authorizations, obligations, expenditures, and so 
on, particularly with the $1.8 billion and the $900 million? 

Mr. Tattamy. No, sir; there were none. 

Mr. Fioop. I thought I heard it, but I guess that is not so. 

In your original statement I thought you said something else. 

By the way, I abhor the practice of members of congressional com- 
mittees and subcommittees, particularly the Appropriations, begin- 
ning and ending witnesses’ statements by telling them how wonderful 
they are and they never heard anything so good, and thank you for 
the help you have given us, and so on, partic ularly the Department of 
Defense, because I am not so sure that that is the truth all the time. 
These jokers g go esis downtown and go to their cocktail parties and 
think that w a lot of morons for believing half of that nonsense. 
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You said in your affirmative remarks that you were dealing with 
the very fine résumé, at least for me, of the statutory history, the 
chronological sequence of events here, both in the statutes and dollars 
and economic circumstances; very, very good. 

I am going to read that again. It is the best I have ever heard. 

Mr. Tatamy. Thank you, sir. 

Mr. Froop. I could not have done better myself and that is going 
pretty far. How’s that for a compliment ? 

In the course of it you said that unless Congress made certain 
changes—and I had my nose in my book and I missed the point— 
but what changes could Congress make and what changes should 
Congress make? If you were a Member of Congress what ‘bill would 
you introduce to do what you are talking about ? 

Mr. Tatiamy. I was talking about, I believe, the report we are 
submitting to the Congress, to you, i. January of 1961 upon which 
you will consider the development of a long-range financing plan to 
complete the Interstate System and to continue the development of 
the ABC program. 

Mr. Fioop. No, that is not what I meant. I heard that distinctly. 
I was awake at that point. This was before that, much earlier. 

You were talking to Mr. Preston and you said something about 
what changes Congress could make. 

Does that bounce around in anybody’s head ? 





REIMBURSEMENT PLANNING 


Mr. ArmsrronG. In connection with reimbursement planning? 

Mr. Fioop. Yes. 

Mr. Armsrrone. IT think you said, Mr. Tallamy, that until some 
changes were made to prov ide more mone y, we need—— 

Mr. Froop. That is right. You said unless Congress would make 
some changes we would have to blah, blah, and blah. At that point, 
what changes could or should Congress make ? 

Mr. Tatuamy. I think what I said was reimbursement planning 
would assure the States prompt reimbursement on all obligations 
and expenditures resulting from those obligations that were made in 
accordance ie our reimbursement planning schedule. Then I went 
on and said that if the States had unobligated funds apportioned to 
them from prior vears that they could create obligations against 
those if they recognized that there would not, under present legisla- 
tion and estimates, be enough money in the trust fund to pay for 
those until fiseal 1963. Then there would be enough. 

Now, if they could not carry it to 1963, if they wanted to gaze 
into the crystal ball as to what is going to happen in 1961 and say 
that a long-range plan is going to develop to make it possible for 
them to do this, then they can go ahead and do it even though they 
do not have funds enough to carry through 1963. 

Mr. Fioop. If they want to make a camble, that is up to the States 
to do that ? 

Mr. Tatiamy. That is right. 

Mr. Fioop. What happens if they fall on their faces? 

Mr. Tattamy. Then they would be in trouble. 

Mr. Fioop. What kind of trouble would they be in? 
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Mr. Tattamy. They would probably have to borrow funds tempo- 
rarily to carry the obligation until 1963. 

Mr. Fioop. With that bad guess or bad judgment, that would not 
jeopardize their position in sequence with you from year to year to 
year ¢ 
’ Mr. Tatuamy. It would not bother us. 

Mr. F.oop. If they were stupid once it would not mean they would 
be stupid again ? 

Mr. Tattamy. It would not affect us in the least. 

Mr. Froop. I meant you. 


DIFFICULTY IN SECURING QUALIFIED ENGINEERS 


I do not think you have developed enough, when you talked about 
it for a minute, what you mean—and by you I mean the people in your 
shop—either publicly or at some Rotary Club or chamber of com- 
merce meeting, where the State highway dep: irtments are having a lot 
of trouble getting engineers of different kinds and categories because 
under their laws they cannot pay them enough money, or they will 
not pay them enough money, or something like that. 

What about you, your shop? Do you have trouble getting the kind 
of engineers you want / 

Mr. Tatuamy. Yes, sir; we have done pretty well though. 

Mr. Fioop. The reason I raise that point is this: This is an ex- 
tremely important program to a lot of people and the Nation for a 
lot of reasons. ‘There is already a library written on that now but 
when the Veterans Administration got into the same kind of trouble 
in the early days, many of the doctors, nurses, and high class special- 
ists and technicians we were getting into the Veterans Administra- 
tion hospitals were not so good for reasons I prefer not to detail. 
However, I will give you eight or nine guesses and they will all be 
right. 

So, we started getting complaints about the quality of service and 
the quality of these staffs. The Veterans Administration very 
frankly said to us, “We cannot get the kind of people you want. We 
cannot get top flight staff for these top flight hospit: als and hi urdware 
that you are building and giving to us because we cannot pay them.” 

Congress immediately removed these people into a separate cate- 
gory without. the civil service within the Veterans Administration to 
permit them to double and triple salaries, so we went out and I am 
advised in recent years that we have some of the best men and women 
inthe Veterans Administration facilities that you can get in the coun- 
try or the world. 

This is in addition to many people like you, for instance, who are 
dedicated to public service and who can m: ake a lot more money work- 
ing for Stone & Webster than you can for us, but you are a public 
servant in the career sense and you will take a ‘loss in your income to 
do this fantastic job you are doing. We know that. and we have 
people in the Army and Navy like that and I think if former Assist- 
ant Secretary of Defense McNeil, who was the Comptroller of the 
Department of Defense, a man who could have gotten $500,000 a year, 
and IT mean $500,000 a year any year for the last 10 years, he finally 
for different reasons and having nothing to do with the service in 
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the Department retired this year. He got a job like that. His son 
was killed and it broke his heart. It hurt him, so he did that. 

The Veterans’ Administration with all of its important coverage 
certainly was no more important during 10 years than this show you 
are running. 

If, for any reason, you have the kind of problem that the Veterans’ 
Administration people had for the top kind of people in the country 
or the world, then I think you should come up here like the Veterans’ 
Administrator and say, “I cannot pay them.” 

You cannot tell us that but you can tell the legislative people that. 

I would hate to see this thing get jerked around because you think 
you are handcuffed. 

Mr. TatLamy. I certainly appreciate your feeling on that. 

Mr. Fuioop. I do not think you would have any trouble with it at 
all if the facts are so. 

Mr. Tatiamy. Yes. 


URBAN REDEVELOPMENT 


Mr. Froop. On these groups of new jobs on the other hand, for plan- 
ning and so on, you are not getting into the urban redevelopment field 
here, are you? 

Mr. Tatiamy. No, sir. 

Mr. Fioop. You are not letting these FHA people make use of you 
to pull their chestnuts out of the fire with all of these four and five 
level things that we are talking about, are you, for God, country, and 
Yale, for the next 256 years? 

Mr. Tatuamy. No, sir. <All of our planning has to do with plan- 
ning solutions to the urban problems and estimating of traffic, and so 
on. 
Mr. Froop. I do not want you to come back and say that nobody 
asked you. 

That reminds me of the railroad guard and the question, “Was the 
lamp lighted?” And the guard said, “No.” 

Later the lawyer said, “Why didn’t you tell me that?” He said to 
the company lawyer, “You didn’t ask me.” 

Tamasking you. 

Mr. Tatuamy. I do not want to mislead you. Sometimes the work 
that those people are doing in the development of their housing and 
urban redevelopment is information which we have to have because 
it isa generator of traffic. 

Mr. Fioop. Iam for them 100 percent. Tam not mad at them. 

Mr. Tatitamy. Weare not doing that work. 

Mr. Froop. I want to get them moving. It is a great thing dawn- 
ing for the Nation, especially in these old, tired, eastern seaboard 
cities that are worn out and need a facelifting. 

I am not referring to Mr. Rooney’s district but his great city m 
many sections, the slum areas where they are doing a wonderful job 
andin Philadelphia. That is all right. 

Mr. Tatuamy. We are cooperating with them. 
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EFFECT OF STEEL STRIKES 


Mr. Fioop. Did the steel strike mess you up at all? 

Mr. Tattamy. Not too badly. There was a delay of about 

Mr. Froop. I do not care about the details. Was this program 
materially retarded by the steel strike ? 

Mr. Tatiamy. Very little. 

Mr. Fioop. The answer is “No”? 

Mr. Tatiamy. No. 





NEW CONSTRUCTION MATERIALS 


Mr. Fioop. What about materials and all of this fancy hardware? 
Is there anything new, interesting, or important? Are there any 
new construction materials, construction hardware, any Buck Rogers 
business on the horizon, or what ? 

Mr. Tatitamy. You may be interested in that there is an accelerat- 
ing advancement of prestressed concrete for structures as compared 
to the use of steel. 

Mr. Fioop. Is that good ? 

Mr. Tatuamy. It all depends. It is an economic situation in lots 
of sections of the country where steel is more expensive. They find 
steel 1s more expensive and they are going to prestressed concrete 
and that is good. 

Mr. Horan. We are using lots of that out our way. 

Mr. Tantamy. In the Far West there is a great deal of it. 

Mr. Fioop. They are making it out there ? 

Mr. Tarntamy. Quite a bit in certain sections. 

Mr. Froop. Are you making it right where you are using it? 


Mr. Horan. Yes. 


USE OF CONSULTING ENGINEERS BY STATES 


Mr. Froop. With respect to one of the other alleged squawks you 
had with the Pennsylvania people—I forget what it was but it was 
the Pennsylvania people—is an example, but they are spending too 
much money on contracting planning and advance planning and final 
construction planning. 

Is it advance planning, final construction, or design planning, or all 
put together? Is that done instead of using their own engineers and 
their own departments? Is that not a phase of their problem if they 
do not pay, or could not pay enough money for engineers in the first 
place ? 

Mr. Tatiamy. I think that is one of the troubles. They have not 
been able to secure and retain engineers at the rate that they are 
needed to carry on this quickly expanding program. There are two 
facets to the problem: one is that they are not civil service career 
people and, therefore potential employees are cautious about entering 
a job where they cannot see a reasonable tenure of office; secondly, 
the salary range is a little bit low in competition with the consultants. 

This big program was thrown upon them quickly, and they were 
faced with two possibilities: one, wait until their organization did 
build up gradually and carry the program in a similar way, or hire 
consulting engineers to assist them in their planning. They chose the 
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second one, and I think that is right. Consulting engineers are quali- 
fied people capable of doing the design, and they were able to get the 
ball rolling, so to speak, and the fact that the plans are out and the 
construction is going ahead is going to save a lot of money. It will 
save money on rights-of-way eventually because rights-of-way are 
continually going up and construction may go up in price. Construc- 
tion this year as compared to 3 years from now is expected to save 
money. 

Furthermore, you are going to save money by saving loss of life 
and property damage, and by giving the people an opportunity to use 
the roads earlier than they could if they waited for gradual increase 
of a good and large staff of their own highway people. 

Further, the consulting engineers have been engaged in this type of 
work and they are under the supervision of qualified people in the 
Department and are turning out good, sound designs in my opinion. 

J _— that is a measure that was used in the past, and it was all 

right. I donot think that States generally should continue to expand 
the use of consulting engineers to the extent that their own highway 
department goes down to the point where they are unable properly to 
carry on their own operations. 

Mr. Froop. In Pennsylvania we have a pretty good reputation in 
this autobahn business. We have been at it a long time. 

Mr. Tatitamy. That is right. 


FEDERAL PARTICIPATION IN DESIGN WORK 


Mr. Froop. I was curious how that would develop since we have 
been so good at it so long and so first. 

Is there this possibility: I am not suggesting now any Federal con- 
trol, but I have in mind the extraordinarily effective job the Army 
Engineers do in every State, every congressional district since the 
memory of man runneth not to the contrary, by using their skills, plan- 
ning, designs and working day and night through regional and field 
offices on dams, bridges, roads, dikes, harbors, and whatnot. 

We are all acquainted with this great system. 

Why can you not give birth to some kind of a pool of engineers, 
experts, who are on tap to the States for this kind of thing on your 
payroll, Federal people like the Engineers do in the case of the Army. 
Why must this be so local totally ? 

Mr. Tartamy. We do a tremendous amount of work of that nature 
with the States. The States do not in actual practice turn out a com- 
plete design. It isn’t a case of our never seeing it until it is finished 
and then the State sends it over to us and says, “Ts this all right ?” 

Actually a State will work out its preliminary plans for the ‘loc ‘ation 
or the design of a project. At that time it will be most embryonic. 
Our men will sit around the table, as we are here, and they will discuss 
it with the State people. The ideas of the Bureau of Public Roads 
are given to the State highway people, and if the St: ate highway peo- 
ple should happen to have a man of not 10 or 15 years’ experience, but 
someone with only 5 years’ experience, they gain the experience of 
our people in these conferences. 
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Then they develop their plans accordingly, and that procedure is 
followed all the way through up to the time of the award of the 
contracts. 

We are in constant coordination and constant consultation with 
them. 

Mr. Froop. The State people think that ? 

Do the State people think that you are that good and they think 
that you are doing them that much good ? 

Mr. Tatiamy. I think so. 

Mr. Fioop. You do? 

Mr. Tattamy. I think once in a while—the State people will be a 
little concerned because we do not agree with what they want, and 
then they do a little complaining. 


PROBLEMS IN ADMINISTRATING FEDERAL-AID HIGHWAY PROGRAM 


Mr. Froop. I will tell you what I want you to do: 

Will you do this for me: Will you prepare a memorandum, as 
short or as brief as you feel the subject warrants, on what is the 
matter with your operation ¢ 

You come up here and you make these excellent statements, as 
you have made before us today and everybody tells you how good you 
are, including me. Nobody can be that good. No operation can be 
that eood. 

What is the matter with it? 

We do not know and we do not. have the time to find out but what 
are the chief bugs in the last 2 years and that you are worried about 
in the next two ? 

That is, in Tallamy’s shop, the Bureau of Public Roads. Tell us 
as much of the truth as the circumstances warrant, will you? 

Mr. TALLAMy. Sure. 

Mr. Fioop. That is all, Mr. Chairman. 

(The material referred to follows:) 


PROBLEMS IN ADMINISTRATING THE FEDERAL-AID HIGHWAY PROGRAM 


The following problems have been of special concern in administering the 
Federal-aid highway program to date: 

1. Location of interstate routes—lInterstate System routes generally cannot 
follow existing route locations, particularly in or near urban areas, because of 
the commercial establishments bordering so extensively on existing main high- 
Ways. Requirements for wide rights-of-way and control of access frequently 
necessitate new route locations in lieu of obtaining additional widths of right- 
of-way along existing routes. The determination of the new route locations in 
a manner to best serve the needs of the highway traffic without adverse effect 
upon the communities through which the routes will pass presents difficult 
problems. Also, acquisition of rights-of-way for interstate routes can be very 
time-consuming. 

2. Promoting better public hearings.—This problem is closely allied with route 
location discussed above. Public hearings are held by the States prior to final 
determination of route locations. It is important that all interested parties 
have an opportunity to express their views concerning alternate proposals, and 
that the economic effects of alternate locations be given consideration. The 
need for holding public hearings well in advance of route location determina- 
tions is constantly being emphasized by the Bureau of Public Roads in order 
that all local interests will have an opportunity to present their views for full 
consideration before final route location determinations are made. 

3. Expansion of Bureau and State Highway Department Staffs.—The ex- 
panded Federal-aid highway program authorized by the 1956 act has resulted 








518 


in a tremendous increase in the workload of the Bureau of Public Roads and 
of the State highway departments staffs. The increased workload has in turn 
resulted in a need for larger staffs to carry out the various functions associated 
with the program. First to be felt was the need for additional engineers to 
make the necessary surveys and prepare the engineering designs and specifica- 
tions for the highways to be built. At this stage many States found it neces- 
sary, in view of shortages of engineering personnel, to augment the work of their 
own staffs by employment of engineering consulting firms. This stage was soon 
followed by the need for additional right-of-way appraisers and other specialists, 
and for additional accountants, auditors, and specialists in the financial manage- 
ment field. The need for increases in staff continues as additional numbers of 
projects are advanced to construction and completion stages. 

4. Decentralization of authorities.—The greatly expanded program authorized 
by the 1956 act has required careful evaluation of the extent to which the au- 
thorities and responsibilities for administering the Federal-aid highway pro- 
gram could and should be delegated to regional and division engineers in the 
field. With some 10,000 new projects each year it is necessary that project ac- 
tions be taken in field offices to assure prompt advancement of the work from 
initial programing through final acceptance of the projects. Authorities and 
responsibilities have been delegated in furtherance of this objective. Approval 
of interstate routes and control areas and of primary and secondary routes and 
control points has been retained as a Washington headquarters function. 

The following problems are of current concern: 

1. Reimbursement planning.—Under the provisions of legislation enacted in 
1959, the highway program will continue at a substantial though somewhat re- 
duced rate. Expenditures are limited to revenues available in the highway trust 
fund, and it is necessary that orderly use be made of the sums apportioned to 
the States in order that expenditures will be within limits that will avoid future 
disruption of the program. The total amounts of reimbursable obligations that 
may be incurred annually are determined for the country as a whole and dis- 
tributed by States on the basis of the factors used for apportionment of inter- 
state and ABC funds. Any State may proceed to obligate apportioned funds at 
a faster rate than is provided by the reimbursable obligation schedule provided 
reimbursement is not to be claimed until revenues are available in the highway 
trust fund to liquidate the additional obligations. Administration of the reim- 
bursement planning operation in a manner that provides for continuation of the 
highway program on an equitable basis in each State is expected to be a con- 
tinuing problem under current provisions of trust fund financing. 

2. Preparation of reports to Congress.—Two reports are to he submitted to 
the Congress by the Secretary of Commerce in January 1961. The first of these 
two reports will present a new detailed estimate of the cost of completing the 
Insterstate System. The second report will present the conclusions derived from 
a 4-year study of highwavy-user taxes, direct and indirect beneficiaries of the 
highway system, and the findings regarding the equitable distribution of high- 
way taxes among the various classes of users and those otherwise deriving bene- 
fits from highways. Thus in 1961 the Congress, with the benefit of these two 
basie reports, will have the opportunity to consider what taxes should be im- 
posed and the equitable distribution of such taxes for highway purposes, and to 
provide for appropriate financing and scheduling of apportionments required to 
complete the Interstate Svstem. The development of data for inclusion in these 
two reports is being carried on with the cooperation of the State highway de 
partments, and it is exnected that here will be many problems to be resolved in 
assembling and analyzing the data. 

3. Recruitment of engineers.—There is a continuing need for additional high- 
wav engineers to fill vacancies in the organization caused by retirement and 
death and to auement our staff in line with the increased workload. We recruit 
a small group of outstanding engineering college graduates each year, and these 
young men are of invaluable assistance as they advance through out training 
program and go on to take over increasing responsibilities as they gain in 
experience. Also, there is a continuing need for experienced highway engineers 
to provide special skills and services in supplement to those presently available 
in the organization. Recruitment of the additional engineers needed in Public 
Roads is a continuing problem. 


Mr. Preston. Mr. Horan? 
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COORDINATION WITH DEPARTMENT OF DEFENSE 


Mr. Horan. Only one question. 

In the matter of the highway system and its proper development, 
how are you getting along with the Defense Department? We have 
had some experiences out our way that we have discussed before, the 

rather arbitrary location of certain interstate highway systems be- 
cause the Department of Defense demanded it. I thought it was 
irregular and I think I expressed myself on that, but I wondered what 
the development has been since then? 

Mr. Tattamy. The Defense Department has been cooperating with 
us very well. The Chief of Transportation has been delegated com- 
plete responsibility for coordinating the activities of Defense needs 
with the Bureau of Public Roads and that is ver y helpful. They have 
endeavored, I believe, to govern their requirements for military pur- 
poses to the maximum extent to the requirements of civilian traffic and 
normal economic use of the highway systems. 

However, once in a while they have a need which is greater than 
the civilian need and at that particular time they tell us that they feel 
this is a very important thing and they have to have it. We take it 
under advisement then and tr vy to cooperate with them. 

After all, it is a National System of Interstate and Defense High- 
way. 

Mr. Horan. To keep the thing in order, this is rather difficult be- 
cause certainly Members of Congress cannot say where a highway is 
going to be built. They should not. That is the way our public-road 
system started and we developed through the years what I thought 
was a good system whereby the State highway Sorhiiitaatoes took that 
responsibility. 

I have no objection to the Department of Defense knowing their 
needs and requesting certain routes or roads to be built, but we did 
have one little parcel of highway in the State of Washington which 
obviously the Defense Department demanded even before our very 
able Highway Director, Mr. Bill Bugge, was fully consulted about it. 

It was embarrassing to me and I think it was to the Bureau of 
Public Roads and I think it was to Mr. Bugge and, if the Department 
of Defense wants something, I think they should go through the regu- 
lar channels, States, in conjunction with the Bureau of Public Roads. 

We mentioned that and we have discussed that before and I was 
just wondering about it. It has improved, then ? 

Mr. Tartamy. Yes. I do not think that problem of location will 
develop. There may be other problems develop as there always can 
be between two major departments, but I think we have that problem 
of location pretty well solved. 

Mr. Horan. That isall I have, Mr. Chairman. 

Mr. Preston. Mr. Michel? 

Mr. Micuet. I do not think I will say anything more other than 
that under the : able direction of our present Governor, Illinois is get- 
ting along quite well with the Bureau of Public Roads. 

Mr. Preston. There are many other questions we could ask, Mr. 
Tallamy, but you gave a very informative statement to begin with and 
you covered much of the field we would have made i inquiry about. 

Mr. Fioop. May I make a suggestion to you? 
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I was so impressed by that. résumé at the beginning of his statement, 
which I think is very important to every Member of Congress, that I 
thought you might ask him to send you a letter in advance of this re- 
port and publication of our hearings as the result of an inquiry made 
by you and that you might make a statement for the record on this 
first 5 minutes. It is very important to every member of Congress 
and this is a very important subject. 

I thought you could ask him to write you a letter and then you could 
state on the floor why you were impressed by this and thought every 
Member would like this. 

Mr. Preston. I will diseuss that with Mr. Tallamy. 

Mr. Fioop. A fine statement. 

Mr. Preston. It will be very useful to the membership. 

Thank you all, gentlemen, for a very informative hearing. 


Monpay, JANUARY 18, 1960. 
WEATHER BUREAU 
WITNESSES 


DR. F. W. REICHELDERFER, CHIEF, WEATHER BUREAU 

J. W. OSMUN, DEPUTY CHIEF, WEATHER BUREAU 

R. C. GRUBB, ASSISTANT CHIEF FOR ADMINISTRATION 

T. P. GLEITER, CHIEF, BUDGET AND MANAGEMENT DIVISION 

N. A. LIEURANCE, ASSOCIATE CHIEF FOR AVIATION 

DR. H. WEXLER, DIRECTOR, OFFICE OF METEOROLOGICAL RE- 
SEARCH 

H. E. LANDSBERG, DIRECTOR, OFFICE OF CLIMATOLOGY 

W. E. HIATT, CHIEF, HYDROLOGIC SERVICES DIVISION 

V. D. ROCKNEY, CHIEF, OBSERVATIONS SECTION 


Mr. Preston. The next item we will take up is the Weather Bureau. 
It is found on page 139 of the committee print and page 1051 of the 
justifications. 

JUSTIFICATION OF THE ESTIMATES 
We will insert in the record at this point pages 1056 through 1059 


of the justifications. 
(The pages referred to follow :) 
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Mr. Preston. We have with us this morning Dr. F. W. Reichelder- 
fer, Chief of the Weather Bureau. 

Do you have a prepared statement ? 

Dr. Reicnevperrer. Thank you, Mr. Chairman; I do have. 

We are glad to have this opportunity again to present our estimates 
before this committee. This year I have asked the heads of the prin- 
cipal branches of the Bureau to accompany me here, and as we get 
into the details, if the committee pleases, we would be very glad to 
refer some of the questions to those who have been working very 
closely on the details of the program. 

I will introduce them at the proper time unless you would lke to 
have them all introduced now. 

Mr. Preston. It is optional. 

Dr. RetcHeLperFer. You know Mr. Gleiter. Mr. Lieurance is the 
Associate Chief for Aviation. 

Dr. Wexler is the Director of Research. 

At the other end Dr. Landsberg is the Director of Climatology. Mr. 
W. E. Hiatt is the head of the River and Flood Services. Mr. J. W. 
Osmun is the Deputy Chief. Mr. Grubb is the Assistant Chief for 
Administration. 

Mr. Preston. Yes, I know Mr. Grubb. 

You named nobody from Technical Services, did you ¢ 

Dr. Reicuetperrer. No. Mr. Kutschenreuter is carrying on those 
duties and a naval meteorologist, Dr. D. F. Rex, spends as much time 
as he can in the Technical Services position. 

The day-by-day routine things are handled by the Deputy Chief. 

Mr. Preston. Proceed. 

Mr. Osmun, you are the Deputy Chief ¢ 

Mr. Osmun. That is correct. 

Mr. Preston. Why is he in left field ? 

Dr. Retcuetperrer. There was room for only so many. Those we 
expect to be called on to speak first are at this table on my left. I 
assure you it is without prejudice to Mr. Osmun. 

Mr. Preston. I wanted to be sure he had an opportunity to express 
himself here today. 

GENERAL STATEMENT 


Dr. Retcuevperrer. Before getting into the details of our estimates 
for fiscal year 1961, I would like to comment brie fly on the manner 
in which the Weather Bureau serves the American public. Our job 
is to know what conditions exist in the layer of air extending up 
100,000 feet above the surface of the earth and to tell in advance how 
these conditions will change. We must forecast the wind, tempera- 
ture, turbulence, icing, and other conditions at many levels above the 
earth for aircraft pilots while at the same time we must tell farmers, 
ranchers, and fruitgrowers what conditions to expect on the ground. 
We must keep records of past weather at thousands of locations in 
the United States for engineers, industries, and others and also meas- 
ure the height of the rivers to forecast floods. Finding out what 
conditions exist in more than 2 billion cubic miles of air over the 
Northern Hemisphere, evaluating the conditions and forecasting their 
changes is a big and continuing job for our meteorologists because the 
weather kee ‘ps changing every hour. 
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Important as daily weather services are, by far the most vital are 
the warning programs. Advance warnings of destructive hurricanes, 
forecasts of possible tornadoes, flood warnings on major rivers and 
flash flood warnings on smaller streams, and of cold waves and bliz- 
zards save thousands of lives and millions of dollars m_ property 
damage yearly. Research and development has led to significant 
improvements in these warning services during recent years but much 
remains to be done. 


AVIATION WEATHER SERVICE 


During our hearings before your committee 2 years ago, we out- 
lined a comprehensive plan for a weather system to support all phases 
of aviation—general, business, commercial, and military. Program 
increases approved by this committee for fiscal year 1959 en: tbled the 
Weather Bureau to take the first significant step toward modernizing 
the aviation weather system through inauguration of the high altitude 
forecasting service. 

Last year we discussed with you the increases necessary to imple- 
ment the second phase of the aviation modernization program. In 
approving the full amount of our salaries and expenses estimate for 
fiscal year 1960 the Congress provided substantial funds to continue 
modernization of the aviation weather system. 

As our estimates for 1961 include another increase in direct sup- 
port of the 5-year plan to improve the aviation weather service, I 
should like to refer to a few figures which reflect the steadily mount- 
ing demands for weather service to the flyin” public. 

The National Weather Service is required by law to foster safety 
and efficiency in air navigation (sec. 803 of the Federal Aviation 
Act of 1958). Statistics indicate that revenue passenger miles will 
increase from 25.5 billion in 1958 to 32.7 billion in 1961. Total opera- 
tions at airports likewise will increase from 26.3 million in 1958 to 
29.3 million in 1961. Total operations are projected to reach 39.5 mil- 
lion by 1965. Every flight uses weather reports and forecasts. To 
keep pace with the inc creased aviation operations an increase in 
Weather Bureau appropriations is required each year. 

The projected increase in general aviation hours of flying is from 
2.2 million in 1958 to 2.7 million in 1961, and 3.1 million in 1965. 

There are over 6,000 public and private airports in the United 
States and its possessions. Half of these, about 3,000, are private 
airports. According to CAB figures, their number has been de- 
creased, although some are being converted into public airports. Of 
the 3.000 public airports, less than 750 are covered by Weather Bureau 
or Weather Bureau-approved aviation weather observations. About 
250 are actual Weather Bureau stations: another 250 are served by 
the FAA, while the remaining 250 are covered by certified observers 
who are airline or airport employees. The FAA has annroved in- 
strument approach procedures for about 550 of the public airports. 
Of this number, about 40 have no officially approved weather observa- 
tions, while many others have less than full-day observation progr ams, 
although most of them are available to military as well as civil air- 
craft without time limitation. 
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In developing our plans for fiscal year 1961 we were faced with 
the expanding use of high-altitude jet aircraft and the growing con- 
gestion of the civil airways. These factors are increasing the impor- 
tance of accurate and up-to-the-minute weather knowledge to the 
safety and efficiency of aircraft operations and to air traffic control. 

Landing difficulties during bad weather often cause congestion and 
“stacking” of air traffic at busy terminals. To expedite landings or 
consignment to alternate terminals and increase the safety of 1: indings 
and takeoffs during adverse weather, it is necessary that the con- 
troller and pilots know in advance precisely what the wind and 
visual conditions are or will be along the instrument landing runway. 
Upper air wind measurements and forecasts vitally affect the flight 
time, air traffic management cost and passenger comfort of transcon- 
tinental and transoceanic flights. Furthermore, the lack of upper air 
data from ocean areas is one of the principal deficiencies facing us 
today in the preparation of guidance forecasts by high-speed com- 
puter methods for all weather forec asting services. 

The estimate for 1961 is primarily for the continued implementa- 
tion of the 5-year plan for improving the aviation weather services. 
Provision is included for equipment to precisely measure runway 
weather conditions at additional airports and continuously relay them 
to the air traffic controllers and weather specialists. Also included 
is staff to permit a continuous weather watch at jet aircraft terminals 
and to maintain weather measurements at locations formerly staffed 
by the FAA. 

Progress in equipping major air terminals with modern meteoro- 
logical equipment to aid instrument landings is being made. The 
FAA has indicated a requirement for Weather Bureau end-of-runway 
equipment for each runway served by an ILS. 

Funds requested in the establishment of meteorological facilities ap- 
propriation will make it possible to equip nearly all FAA-ILS run- 
ways with end of runway weather measuring equipment. We will 
also be able to make a substantial start on equipping airports having 
FAA high-intensity approach and runway lights with automatic run- 
Way visual range computers. Runway visu: ul range is the horizontal 
distance a pilot, moving along the runway, can see the high-intensity 
runway lights. The computer combines the readings of the trans- 
missometer and runway light intensity settings into the value for 
runway visual range. The civil air regulations permit aircraft take- 
offs and landings with a specific minimum runway visual range when 
the airport is equipped with ILS and other landing aids such as high- 
intensity lights irrespective of the general ceiling and visibility. 
Thus, with RVR, airports can aaa ate more traffic movement 
during bad weather conditions. 

Plans for 1961 include operational funds for upper-air stations at 
Charleston, W. Va., and Winslow, Ariz., for which equipment was pro- 
vided in the 1960 EMF #»propriations; for increasing the frequency 
of upper-air soundings from 2 to 4 per day at 14 land stations; for 
establishing upper-air sounding programs aboard 5 merchant vessels 
plying the Pacific: and for use, at 35 land stations, of improved upper- 
air sounding balloons to reach 100,000-foot levels. 
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We also plan to improve the dissemination of weather information 
to private pilots by installing standard “self-briefing” facilities in our 
field offices. 

Another important item in our estimate which I wish to bring to 
your attention is the Coordinated Aviation Weather System Develop- 
ment program in which we are participating with the Air Force and 
Federal Aviation Agency. This is a major interagency research and 
development project which has as its objective the development of a 
highly mechanized weather measuring, communications, analysis, fore- 

casting, and information dissemination system to serve all phases of 
military and civil aviation requirements. The project is an outgrowth 
of the military System 433-L. 


RIVER FORECASTING CENTER 


Turning to other branches of service, our budget provides for estab- 
lishing a new river forecasting center for the West Gulf and Rio 
Grande drainage areas. ‘These are areas subject to severe floods from 
hurricanes and other storms where advance warnings would reduce 
the damage by providing time for evacuation of people and movable 
property. 

DECENNIAL CENSUS OF CLIMATOLOGY 


Provision is also made for the beginning of a 3-year decennial 
census of climatology. This is a project to bring our climatological 
summaries of past weather conditions up to date in order to meet the 
desires of commerce, agriculture and industry for incorporation of 
climatic risks into their long-range plans. 


RESEARCILT AND DEVELOPMENT 


Finally, I should emphasize that we are requesting a separate no- 
year appropriation for our research and development activities. Our 
reasons are: First, we believe that segregating our research and de- 
velopment activities under a separate fund will facilitate congression- 
al review and understanding of our programs. Second, we frequently 
find it difficult to solicit contractural work under the artificial restric- 
tians of a single-year appropriation. Long-term research jobs should 
be carried through to completion by the same scientific team, but, 
under single-year financing, continuity or even complete project fi- 
nancing cannot be assured. C onsequently , research organizations fre- 
quently hesitate to undertake the initial task of assembling personnel 
and facilities without assurance of some continuity and financial sta- 
bility. A no-year appropriation will greatly increase the effectiveness 
of long-range planning and of individual projects. 

Third, the Air Force and Federal Aviation Agency are financing 
the test network contract portion of the Coordinated Aviation 
Weather Systems Development Program under no-year funds. 
Weather Bureau participation must be on a similar basis. 

The new programs we are proposing for 1961 are summarized on 
the next page. If you wish, Mr. Chairman, I will proceed and go 
through those, although if you prefer we can take up the first one 
and ask Mr. Lieurance to go ahead with the more detailed discussion 
of that. 
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SALARIES AND E.xPENSES 


Program and financing 


1959 actual 


Program by activities: 
1, Weather measurements and forecasts 
2. River and flood forecasts and warnings. 
3. Climatology 
4. Administration 
1959 program obligated in 1958 


$34, 118, 220 
, 257, 066 
2, 400 
139, 967 
-771, 688 






i none 


Total obligations | 38, 
Financing 
Comparative transfers to other accounts 
1959 appropriation available in 1958 
Unobligated balance transferred from ‘‘Ship construction 
(liquidation of contract authorizations),’’ maritime ac- 
tivities (73 Stat. 52) | — 


Unobligated balance no longer available 


795, 965 


771, 688 


139, 700 
41, 391 
Appropriation 


new obligational authority) -- 43, 672, 600 


Object classification 


1959 actual 
otal number of permanent positions 4,415 
Full-time equivalent of all other positions v4 
Average number of all employees 4,143 
Number of employees at end of year- 6, 223 
Average GS grade and salary 8.0 $6,172 


Personal services: 











Permanent positions $25, 356, 475 
Positions other than permanent.. , 713 

Other personal services ; 2, 345, 378 

lotal personal services 28, O81, 566 

2 Travel 649, 297 
3 ‘Transportation of things , 629 
(4 Communication services , 077 
5 Rents and utility services 820, 129 
06 Printing and reproduction 62, 198 
Other contractual services 687, 774 
Services performed by other agencies 77, 475 


0S Supplies and materials 3, 666, 616 


09 Equipment 833, 502 
10 Lands and structures 14, OR5 

Grants, subsidies, and contributions 1, 617, 304 
13 Refunds, awards, and indemnities 24, 597 








15 Taxes and assessments 17, 693 
1959 program obligated in 1958 771, 688 
Subtotal 38, 846, 254 


Deduct quarters and subsistence charges_- 50, 289 


Total obligations 38, 795, 965 


, 203, 256 | 


1960 estimate 


$38, 308, 600 
, 262, 600 
, 059, 200 
, 207, 600 | 


Le 


43, 838, 000 


, 017, 000 


48, 855, 000 


1960 estimate 


4, 753 

4 
4, 469 
6, 491 


8 


400 
700 
900 


379, 
2, 540, 





. 648, 000 
724, 000 
871, 400 
553, 200 
1, 071, 600 

62, 200 

780, 500 
53, 900 
3, 740, 300 

551, 300 
, 100 
, 200 
24, 600 
17, 700 





43, 890, 000 


52, 000 


43, 838, 000 


1961 estimate 


$42, 129, 
1, 416, 
2, 160, 
2, 393, 


900 
600 
200 
300 


48, 100, 000 


48, 100, 000 


1961 estimate 


SO 
4,743 
6, 671 


$6, 


321 


594, 
348, 


9 877 
“, ott, 


600 
500 
800 


, 520, 
760, 
1, 183, 
4, 035, 
1, 129, 
73, 
1, 165, 
56, 

4, 557, 
720, 
14, 

1, 892, 
24, 
17, 


900 
500 
800 
400 
600 
400) 
700 
600 
100 
200 
100 
400 
600 
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(Discussion held off the record. ) 

Mr. Preston. We shall insert pages 1060 and 1061 of the justifica- 
tions in the record at this point. 

(The pages referred to follow :) 


Summary of requirements 














Appropriation, 1960 (regular bill) ee ; suites ee ee . $48, 855, 000 
Add: Cost of health benefits program. ee ceaipinited 260, 900 
Deduct: 
Comparative transfer to ‘‘ Research and development, Weather Bureau’’.__.... $5,017,000 
Nonrecurring: Extra compensable day. . F 4 See 113, 000 
Total ae : Z 5, 130,00 | 
Base for 1961. ‘ oan iemos ah 43, 985,900 | 
Net difference—1961 over 1960 
| : i 
| Requirements | Difference, 
| increase (+) 
or de- 
1960 1961 crease (—) 
adjusted estimate | 
‘ ph aa a : = |- sae 
. Weather measurements and forecasts saad ..--|$38, 428, 600 |$42, 129,900 |4-$3,701,300 
. River and flood forecasts and warnings..............| 1, 266,600 1, 416, 600 +150, 000 
Climatology ees aoa oe _.| 2,070,200 | 2, 160, 200 | +90, 000 
Administration. ..........-. a aig lad dipiaihs witadatnas aia | 2,220,500 | 2,393, 300 | +172, 800 
: saekcceeana 
Gross requirements --- ah idicbiwcacesbdgen | 43, 985, 900 | 48, 100,000 |+-4, 114, 100 4, 114, 100 
Total estimate of annroprintion, 8061 ........265- cncnn ne nocncctden dencsuns dubukaekion 48, 100, 000 
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Mr. Preston. All right, Doctor. You may proceed with your pages 
13 and 14, 


(The pages referred to follow :) 


SALARIES AND EXPENSES 


Permanent Amount 
positions 


Base program (adjusted : 4, 753 $43, 985, 900 
(a) Adjustments to absorb automatic within-grade salary advancements, 
annualize new aviation weather services and meet increased com 

munications costs 5 1, 788, 200 

h) New aviation weather services to be started in 1961 153 1, 913, 100 

c) New River Forecast Center for West Gulf and Rio Grande Basin 10 150, 000 

d) Decennial census of climatology Ss 90, 000 

é) Administrative support for new programs to be started in 1961 24 172, 800 

Total ; 4,953 48, 100, 000 


RESEARCH AND DEVELOPMENT 


Base program (adjusted 305 5, 025, 000 
(a) Intensification of tornado and severe local storm research and increase 

in hurricane research aircraft reconnaissance _ __ 15 775, 000 
b) Fundamental investigations of solar radiation and its effects on at 


mospheric conditions and weather, stratospheric meteorology and 
the importance of ozone on atmospheric behavior, cloud physics, 


and of the interaction between the atmosphere and the sea 25 500, 000 
(c) Participation in the Coordinated Aviation Weather System Devel 
opment project initiated by the FAA and Air Force in 1960 35 1, 700, 000 


Total a 380 8, 000, 000 


ESTABLISHMENT OF METEOROLOGICAL FACILITIES 


(a) Upper air (relocation of 2 stations), procurement of 35 sets of transponder 
equipment to improve upper-wind measurements, and 16 sets of upper- 
air equipment for use aboard merchant vessels 0 $ 


1, 008, 600 
(6) Radar (installation of radar near Missoula, Mont., and 17 repeater scopes 
and accessories for use in the WB-ADC radar program) 0 483, 900 
(c) Surface equipment (107 sets of end-of-runway ceiling and visibility 
measuring equipment, 36 runway visual] range computers, 70 tem- 
perature and humidity recorders, 81 wind recorders, 5 automatic 
weather stations, 70 aviation weather briefing displays, and 110 precip- 
itation and river gaging equipments) 0 4, 720. 500 
(d) Construction (5 housing units, Nome, Alaska 0 245, 000 
(e) Engineering and technical support 20 542, 000 
Total. 20 7, 000, 000 


ADJUSTMENTS TO CONTINUE 1960 PROGRAMS 


Dr. Rercnevperrer. The first subitem on page 13, under (a), is for 
adjustments to absorb automatic within-grade salary advancements, 
to annualize new aviation weather services, and meet increased com- 
munications costs, positions involved five, total amount $1,788,200. 

Mr. Presron. How do you get five new positions simply by annuali- 
zation ¢ 

Dr. Retcuretperrer. Probably Mr. Gleiter can answer that. 

Mr. Gurrrer. We have treated this as an annualization cost because 
the five positions are involved with communications in Honolulu where 
the FAA is moving their communications station, and it is necessary 
for us to go in with a staff of five employees to provide around-the- 
clock communications coverage. It does not provide any increased 
program but merely continues to furnish us with the same metero- 
logical reports we are now getting from the Pacific area. 
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These communicators relay reports from other South Pacific islands, 
from Japan, Wake, Guam, and even reports up to Alaska and back. 

Mr. Preston. Why do you need five new people? 

Mr. Guerrer. We do; yes, sir. 

Mr. Preston. Why is that? 

Mr. Guerrer. In order to take over the work which this current 
year is being done for us by the FAA communications personnel out 
there. 

Mr. Presron. All right, continue Doctor. 


NEW AVIATION WEATHER SERVICES 


Dr. RercHenperFeR. The next item is new aviation weather services 
to be started in 1961 involving 153 permanent positions, $1,913,100. 

It seems to me at this point, Mr, Chairman, that Mr. Lieurance, who 
with the assistance of his staff, is largely responsible for preparing 
the 5-year aviation weather program, might give some additional facts 
which would be of interest to the committee. 

Mr. Preston. Very well. 

Mr. Lieurance. Mr. Chairman, this item (b) in the opening state- 
ment on page 13 is for additional people with summarized detail on 
page 1065. It involves 44 additional people to be added to our ob- 
serving staff at jet terminals 81 additional people to be added * 
increase our upper air soundings at 14 locations to 4 per day, and 2 
additional people to be : assigned to the ADC radar sites to make “oint 
utilization of the ADC radars. That is the bulk of that item. 


JOINT USE OF RADAR FOR WEATHER DETECTION 


Mr. Preston. Are these radars already installed ? 

Mr. Lireurance. They are, sir. 

Mr. Preston. In operation ? 

Mr. Lieurance. In operation. These are the Air Defense Com- 
mand radars that are actually being used in the Air Defense work. 
The Weather Bureau is cooperating with the Air Defense Command 
under an agreement signed between the Air Defense Command and 
the Weather Bureau to make joint use of these large radars. 

Mr. Preston. That joint use is fairly recent, is it not? 

Mr. Lizrurance. From the weather viewpoint, yes. 

Mr. Preston. When did you begin ? 

Mr. Lireurance. The agreement was signed on the 20th day of June 
of this year, I believe. 

Dr. Retcur tperrer. There has been some joint use extending back 
over several years but only in very few cases. 

Mr. Lirurance. If I may correct that date. The initial letter 
which established this joint use of the ADC radar is dated the 26th 
of June 1959. 

The formal agreement was finally signed, which sets forth the policy 
and the use of these radars, on the 20th of November of 1959. 

Dr. RetcHEeLpErRFER. To emphasize the importance of these mod- 
ernized facilities I would like to refer to a statement which I shall 
read rather rapidly. This illustrates the problem we are up against 
and I think it makes it a little clearer as to why there has been so 
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much emphasis in recent years on radar, upper-air soundings, and so 
on. I would like to refer to tee visual aid that is on the easel here 
because it will make it much clearer as to just what it is we are try- 
ing to do. 

Mr. Preston. The question that is in my mind at the moment is 
not the necessity for radar but rather the delay on the part of the 
Weather Bureau in coordinating the military radar with the Weather 
Bureau operation. 

Dr. RetcHevperrer. These are all new developments, Mr. Chairman, 
and we have been seeking for several years, ever since radar began to 
be used for weather purposes, to effect coordination. 

The records of the Joint Meteorological Committee will show that 
this subject has been taken up many times and there has, as I said 
a moment ago, been some degree of coordination, but in the beginning 
I think the military units quite naturally were concerned a bit about 
having their primarily military purposes complicated by another 
agency working into the organization. It took some time to set up 
this plan in ways that would be entirely satisfactory to both parties. 

The use of military radar by the Weather Bureau, the cooperation 
and coordination, as an example a station near Langley Field, I can 
remember for 3 or 4 years we made use of their radar, and there are 
difficulties to be worked out because we might interfere with their 
primary military mission. Yet when there is a conflict between mili- 
tary mission and the urgency of weather information, as in the case 
of a destructive hurricane, we must be sure we are not ‘del: ayed in our 
warnings to the public. Therefore coordination has been a vigorous 
and, if I may say so, foresighted policy right from the beginning. 

Mr. Preston. Well, you are not yet completely coordinating your 
work with the military, are you? 

Dr. RetcHevperrer. There is always room for more coordination, 
no matter how much progress there is. You never attain 100 percent 
perfection in coordination among departments, and we keep after it 
all the time. 


DUPLICATION IN INSTALLATION OF WRS-57 RADARS 


Mr. Preston. According to the report made by the investigative 
staff of this committee you are currently installing 30 sets of WRS-37 
radars around the country at a total cost of approximately $4,260,000. 
Some of these installations will be in the Air Force bases having radar 
coverage, such as National Airport and Andrews Air Force Base. 

Is that true? 

Dr. REIcHELDERFER. This certainly is true. 

(Note.—The following statement was submitted for the record :) 

It is true that in a few localities Air Force radars will be only a few miles 
away from Weather Bureau radars but of course we are not installing any at 
Air Force bases. 

This new model radar is the best weather radar in the world. I think 
I can say this is ahead of anything you will find anyplace else on 
earth. 

Our program was launched many years ago. We have recognized 
that radar was undergoing rapid development, and instead of freez- 
ing our system by taking the model that was available 6, 8, or 10 
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years ago, we obtained sets that the military services had discarded, 
converted those at a very small cost. In some cases we had the co- 
operation of private interests and univertities in bearing some of the 
costs. We installed these and used them for several years while ad- 
vances were being made by research at some of the universities, at 
the Bureau, and elsewhere, on weather radar. 

Now with the appropriation authorized by Congress we have pur- 
chased radars embodying this most advanced design. We are put- 
ting those in loc alities where it seems to be necessary in order to have 
adequi ite coverage. 

There are places where the military services put in radar before 
this design came out, but this set is better than the military radar for 
this purpose, and we believe in places where there is some duplication 
at the present time it is well justified in the public interest. 

We have a chart showing the coverage of these radars. 

Mr. Preston. How many research installations do you have where 
you are duplicating existing facilities ? 

Dr. Retcuevprrrer. I would have to furnish that figure. I think 
there is a total of six or eight where one might suspect duplication, 
but not necessarily wasteful ‘duplic: action. 

Mr. Preston. You have the first team up here so you had better 
call on one to give you the figure. Lam sure they have it. 

Dr. Retcuecperrer. I will give them a chance to think a minute. 

Mr. Preston. You will be surprised what these fellows might know 
if you call on them. 

Dr. Retcuevperrer. I believe there are some six or eight where one 
might want to look further into the justification. 

Does anyone have that figure ¢ 

Mr. Lrevrance. There are seven places to my knowledge. I would 
have to verify where there could be duplication with the CPS-9 

radar of the Air Weather Service or Navy colocated with a Weather 
Bureau radar installation. Andrew Feld is one. Miami was one 
and the Navy has commissioned their CPS-9 on the commissioning 
of the Weather Bureau’s WSR-57. 

I haven’t the names of these others at my fingertips but they can 
be provided. 

It is my opinion that as the Weather Bureau’s WSR-57’s, very large, 
powerful weather radars, are installed, and are commissioned, the 
military will see fit to discontinue their present CPS-9 radar program 
particularly in the Zone of Interior. 


COMPARISON OF WSR-57 AND CPS-9 RADARS 


Mr. Preston. How much more effective or efficient is your radar 
than the one they are currently using ? 

Mr. Lrevrance. The W SR-57 has a longer range, longer effective 
range, it is more powerful, and it will detect more adequately any 
storms than the CPS-9’s. It is a much more modern design. 

Mr. Preston. Can you give us some figures in terms of miles, some- 
thing we can understand ? 

_ Mr. Lrevrance. CPS-9 is rated as a 250-mile radar but in practice 
its effective range on heavier rain m: Ly be about 170 miles, whereas 
the WSR-57 radar is rated at 250 miles of range, has an effective 
range of about 225 miles, where you are getting a longer range sur- 
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veillance with the WSR-57 than with the CPS—-9 of the Air Force | 


which was developed and procured some 10 years ago. 

Mr. Yates. How do you translate this in terms of public benefit to 
justify the additional cost? Suppose the storm is coming and you 
have a longer range? What difference is there ? 

Mr. Lirurance. Particularly in the cases of hurricanes it gives you 
about 6 to 7 hours’ prior notice and prior detection than you get with 
the Air Force equipment. This is a significant feature. 

Dr. Reicuevperrer. Mr. Chairman, our Deputy Chief, by nature 
of the interdivisional interest in radars, is rather closely in touch 
with the program, too. I believe he has something he would like to add 
if he may. 

Mr. Preston. We will be glad to hear from him. 

Mr. Osmun. I had operational experience with the military weath- 
er radar and they are not really in duplication. Many times the op- 
eration of a specific mission that the Air Force has to perform requires 
changing azimuth and changing altitude which would jeopardize 
perhaps a city like New York City at a time when there was critical 
weather, so this is not truly duplication. 

In addition, the radar we have identifies such things as rainfall 
amounts, and we intend to be able to make flash flood forecasts. The 
Air Weather Service CPS—9 does not have that ¢ apability. 

Mr. Preston. How quickly can you change the CPS—9 radar or 
the WRS-57 in terms of azimuth? How quickly can that be accom- 
plished ? 

Mr. Osmun. Not quickly changing, but the observation of a jet air- 
craft coming down from Newfoundland, it is my experience, has to be 
kept under surveillance, and weather conditions affecting that jet 
would perhaps require a full hour 

Dr. Rercuetperrer. The perception or definition of the WSR-57 
is different and the capability is different as well as the range, Mr. 
Chairman. 

EFFECTIVENESS OF CPS—9 RADAR 


Mr. Preston. Let us see if we can get together on just how effective 
a (@PS-9 is. You say it is rated at 250 miles but it is actually 170. 

The committee staff investigator indicates it is a 400-mile range 
device. 

Mr. Lrevrance. Actually, radar is a line of sight proposition. The 
farther out the beam goes the higher vou see in the atmosphere. At 
140 miles out from the focal point of the radar you are actually carry- 
ing on surveillance of the conditions at 10.000 feet roughly. 

At 200 miles out it changes rather rapidly un to about 25,000 feet, 
so when you get a 250-mile range you are actually carrying on surveil- 
lance of the situation up around 35,000 feet. This is a function of 
power of the radar set. The more the power the more return you get 
from that altitude. 

Mr. Preston. With a CPS—9 would you read weather at 400 miles 
although you might be at 30,000 feet or 40,000 feet ? 

Mr. Lrevrancr. I would have to guess at this without looking at 4 
table but I would suspect that at 400 miles you would be looking at an 
altitude in the neighborhood of 100,000 feet. I know of no weather 
radar today that has the capability of seeing weather at 30,000 or 
40,000 feet at a distance of 400 miles. 
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Mr. Preston. You say at 200 miles you would be 10,000 feet ? 

Mr. Lieurance. 140 miles it is 10,000 feet and at 200 miles about 
925,000 feet. 

Mr. Preston. Does the angle widen that rapidly ? 

Mr. Lirurance. The curve actually starts out almost horizontally 
and then goes up very rapidly after you get out around 250 or 300 
miles. 

Mr. Preston. You say you are putting in WSR-57’s which will 
have an effective reading at 225 miles. Then you are reading with 
those at 25,000 feet instead of 10,000. 

Mr. Lirurance. In detecting severe storms and any severe storm 
activity that is the altitude you want to look at, 25,000 to 30,000 feet. 

Mr. Preston. Above or below ? 

Mr. Lirurancr. Above. 

Mr. Preston. So the storm then continues a pattern of behavior 
which might be higher, 40,000, 50,000, or it might be lower, down 
to 35,000. Is that so, Doctor? You are the expert. Is that a fact? 
lam sure you would have the answer at your fingertips. 

Dr. ReicHeLperrer. Our expert on radar, I am sure everybody 
vould agree, is Mr. Rockney and we did not bring him here this 
morning. He is recognized as an expert throughout the country. 
We have others in the division. 

I think the discussion in the last few minutes with reference to the 
height at which the radar is effective does not really give a compari- 
son of the two radars because if the distance exceeds so many miles 
then neither one of them can see below 10,000 or 14,000 or 25,000 feet, 
but actually there is quite a — between the probing capabili- 
ties of the new radar and the CPS- 

I think the only way we can give you hard facts on this is to get 
a statement and if you would like I would be giad to get a statement 
which has the concurrence of the Air Force so that it shows we are 
speaking about comparable figures. 

Actually if you speak of range, if this radar were turned in a cer- 
tain way, I suppose it might pick up something from very high up 
in space, so that speaking strictly, the term “range” can be very mis- 
leading. 

Mr. Preston. The only reason assigned so far for putting the WSR- 
o7 in the area where you already have CPS-—9’s is that it is 225 miles 
as against 170 miles in range. We agree now that if that is true you 
are reading weather at 25,000 feet when you get 200 miles. Therefore 
When you get to 225 miles you get we: ather above 25,000 feet. 

Dr. Rercuenperrer. Yes, sir. 

Mr. Bow. Apparently we have almost everybody up here who are 
experts except now on this most important item of all of the Weather 
Bureau, radar. We are told the expert on that stayed home. I 
wonder whether we should not have the man who is considered the 
top expert on radar. 

Mr. Preston. Somebody had to mind the store. 

Mr. Bow. It seems to me that the top expert should have been here. 

Mr. Preston. I agree with you, Mr. Bow. 

Dr. Retcuecperrer. We will have him here very shortly. 
| Mr. Bow. I suggest it is the most important thing we have in this 
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Dr. Retcuetperrer. The radar program had been approved in a 
previous session and we did not realize that the question of radar 

capabilities would come up in this detail this morning. 

Mr. Preston. You are aware of the fact we have an investigator's 
report to deal with in this hearing and you undoubtedly will have some 
comment to make on this duplic ation of services with the military, 

Dr. Retcnetperrer. Yes. Of course, we have not seen the report. 
The investigators asked a number of questions about the radar but 
we did not know the particular things this committee would be in- 
terested in. 

Mr. Preston. Off the record. 

( Discussion held off the record. ) 

Dr. Rercue tperrer. We use the radar, Mr. Chairman, to see through 
an area or region of precipitation and try to pick up something further 


on. There can be a world of difference between the capabilities of. | 


one radar and another in its ability to pierce a curtain of rain or snow 
which is close and show what is farther on. 

Mr. Lievrance. It is not only a question of range but power. The 
greater the power the better the response you get from the target. 
These radars see actually only a slice of the cloud or the precipitation 
area at a specified level, and you have to assume that if you can see 
strong echoes of precipits ition at 200 to 250 miles aw ay you have a 
rather severe storm, where the storm has built up to that altitude of 
25,000 to 30,000 feet. With a large area of precipitation or visible 
water in that area, then the storm isa good-sized severe storm, thunder- 
storm, or some other type. 

Mr. Preston. Suppose we proceed with your statement using this 
chart on page 13. 


NEW RIVER FORECAST CENTER FOR WEST GULF AND RIO GRANDE BASIN 


Dr. ReicnHevperrer. Sub-C on page 13 refers to the New River Fore- 
cast Center for the West Gulf and Rio Grande Basin. It involves 10 
permanent positions and an increase of $150,000. 

The Director of our Hydrologic Services, or River and Flood Serv- 
ices as they were formerly called, is Mr. W. E. Hiatt. 

May he proceed with the presentation of the details of this item? 

Mr. Hiarr. Mr. Chairm: in, this is a continuation of a countrywide 
coverage of what we call river forecast centers. We already have in 
existence 10 of them which cover many of the major river basins. 
The whole objective is an ability to prepare and disseminate forecasts 
more rapidly, more accurately, and for more points. 

The Ohio Basin, the upper Mississippi, the Missouri, the Columbia, 
the Arkansas and Red Rivers, the Susquehanna and Delaware, the 
New England area and the Southeast area have been covered by this 
type of river forecast center setup. 

The item here is supposed to cover the area indicated on this chart, 
the West Gulf and the Rio Grande drainages. 

This is an area subject to both hurricane and other types of severe 
storms creating a potentially dangerous flood problem. For the fullest 
utilization of these waters, especially since it is an area of extremes, 
where they have both too much water and too little water, it is quite 
important to have the best possible forecast for the best management 
of the water whether it be high or low. 
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This, very briefly, is the background and the area we propose to serve 
with this additional river forecast center. 

Mr. Preston. Most of our major rivers now have dams on them. 

Mr. Hratr. Many of them have dams. 

Mr. Preston. How much information do you have about water 
release from reservoirs and dams? 

Mr. Hiatt. This is furnished to us by the operating agencies. In 
many cases it is the Corps of Engineers, the Bureau of Reclamation, 
and in some cases private power companies. 

Information on the discharge released from these dams is furnished 
to us as part of the basic information from which we make forecasts. 

I think an interesting sidelight in connection with the very great 
effort which has been made in the construction of physicial works to 
try to alleviate the flood damage is that actual figures indicate that 
our continued occupation of flood plains is keeping the flood-damage 
figures at about the same level in spite of all the physical works which 
have been undertaken to alleviate x damages. 

I would like to present to the committee if I may a statement we 
have just recently prepared in quite some detail for the Senate Select 
Committee on National Water Resources on the problem of forecast- 
ing and the utilization of these forecasts in the whole water supply 
program. This has detailed discussion of the possible use of the fore- 
casts for various purposes. 

Mr. Preston. How accurate are you in your forecasts? 

Mr. Hiarr. Here again this is not an exact science, in the same way 
meterology is not an exact science, but we certainly have shown a 
definite improvement in the accuracy of the forecasts when we have 
been able to devote full time to this forecast problem. There is no 
specific measure I can give to render an overall picture of accuracy 
except to say we definitely have indicated an improvement over the 
years with this kind of organization. 

Mr. Preston. You say these positions are for a given area in a 
chart ? 

Mr. Htarr. That is right. 

Mr. Preston. Have you heretofore not done this at all in this area? 

Mr. Hiarr. We have throughout the country what we call river 
district offices. These are Weather Bureau offices that have other 
functions, aviation, general weather service, and so forth. 

There are some river district offices located in this area under con- 
sideration—Austin, Fort Worth, San Antonio, Houston, Brownsville, 
and one or two others. 

However, when a flood occurs it almost always coincides with other 
kinds of bad weather. We have found over the years, since the flood 

is not an every day occurrence, that a staff with all the other continu- 
ing duties has not been able to satisfactorily handle the forecasting 
and dissemination of flood warnings. The river forecast center can 
devote its full time to developing techniques for forecasting and is 
ready for flood emergencies over a wide area involving many of these 
river district offices. 
_ Mr. Preston. Therefore what you are doing is strengthening exist- 
ing functions? 

Mr. Hiarr. That is correct. 

Mr. Preston. Rather than providing new service for a given area? 
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Mr: Huiarr. That is right. 

Mr. Preston. Will all these people be placed in this area shown on 
the map ¢ 

Mr. Hiarr. At least eight. There is a possibility that one ought to 
go into the Hartford River Forecast Center where we have only four 
professionals serving the whole Northeast, and one in the Augusta, 
Ga., River Forecast Center serving the Southeast. where again we have 
only four professionals. We are too thin in those offices. 

Mr. Preston. We have no serious floods in that area; do we? 

Mr. Hrarr. Southeast 

Mr. Preston. Augusta. 

Mr. Hiarr. We have had. 

The Augusta River Forecast Center covers the approximate area 
from the northern boundary of South Carolina around to and includ- 
ing the State of Mississippi, the whole southeast area. There are 
serious floods in this area 

Mr. Presron. You do not forecast floods on the Mississippi from 
the Augusta office, do you / 

Mr. Hiarr. No: the Southeast river forecast center area of re- 
sponsibility ends at about the Mississippi-Louisiana border. 

Mr. Preston. Is that office located in Augusta ? 

Mr. Hiarr. That is right. 

Mr. Preston. You do not have another similar office in the South- 
east except in Augusta ? 

Mr. Hiarr. No; the lower Mississippi River is forecast from New 
Orleans, which is one of the river district. offices that I described 
earlier; the middle Mississippi by Vicksburg and Memphis, but the 
only river forecast center as such, devoting its full effort for the 
Southeast, is located at Augusta. 

Mr. Presron. All right, Doctor, you take the next item. 

Dr. Rercnevperrer. I think Mr. Hiatt was a little too modest. on 
your question about accuracy. The accuracy for downstream fore- 
casts of the River and Flood Service of the Weather Bureau has been 
quite high for many vears. For example, a flood that generates in the 
Ohio or the upper Mississippi has been accurately forecast a week or 
10 days ahead of time as regards the down-river stages to within a 
very few inches, within an inch or two sometimes for points on the 
lower Mississippi Basin. This is truly remarkable accuracy. Of 
course, the accuracy is much less in the headwaters where a flash flood 
from a severe thunderstorm can cause the banks to overflow in an 
hour or two and this is one of the difficult things in Mr. Hiatt’s branch, 
but advances are being made through use of radar, and I think this 
is very important. Radar sees the whole picture of rainfall. Here- 
tofore, the only way we could tell how much rain was coming out of 
the heavens was to have rain gages spotted here and there and we 
couldn't have them, for example, in every quarter section and yet the 
variability of rainfall from one locality to another may be very great. 

If the gages are in the wrong place, we get an entirely wrong 
picture of runoff. The radar sweeps the whole area. While the 
techniques have not been completely developed to make radar the 
quantitative device, the rain gage for a whole area, these techniques 
are on the way to development and they will be very helpful; in 
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fact, they will be the secret, the key to success in forecasting flash 
floods more accurately. 
Mr. Preston. All right, Doctor, take the next item. 


DECENNIAL CENSUS OF CLIMATOLOGY 


Dr. RetcHetperrer. The next item has to do with the decennial 
census of climatology. 

The director of our Climatological Branch is Dr. Landsberg. Dr. 
Landsberg was with the Weather Bureau a number of years ago, 
after having been with Pennsylvania State College. Then he went 
to the military services. 

He went to one of the military committees first and 6 years ago 
he came back to the Bureau. 

He has built up the Climatological Service in a way that has re- 
ceived recognition throughout the world. 

Iam glad Dr. Lands berg has an opportunity to present this rela- 
tively small item of eight “additional people and $90,000 additional 
appropriation request. 

Dr. Landsberg, Mr. Chairman. 

Dr. Lanpsperc. The decennial census is actually a matter that the 
Weather Bureau has undertaken in the past reasonably regularly— 
about every 10 years—to bring the climatological data up to date. 
These data are used by industry, commerce, for example, for the lay- 
out of airport runways; they want to know the frequency of wind 
directions, for establishing industries—they want to know about rain- 

fall, water supplies, temperatures, for heating and air-conditioning 
engineers; they want to know about mi aximum temperatures. 

I don’t want to take very much of your time for a very small item. 
[have written up a history of these decennial censuses. I have also 
available for the inspection of the committee the type of publications 
that we want to bring up to date that are now about 10 years old. 
We have continuing requests from many organizations, in the Govy- 
ernment and outside, for up-to-date data. 

If you care to inspect these, this is the type of information that 
we are putting out under these circumstances. 

Most of this is now prepared by machines from puncheards. 
We have a very large puncheard library, approxim: ately 350 million 
puncheards in the National Weather Records Center and, therefore, 
we do not need very many personnel, but we do need some funds 
for machine time to reprint these various pamphilets. 

I might say, just as a historical footnote, the decennial census goes 
back originally to a suggestion by Thomas Jefferson. 

Mr. Preston. This is the beginning of a 3-year program, Doctor? 

Dr. Lanpspera. Yes, sir. 

Mr. Preston. What does it envision in terms of money and people? 

Dr. Lanpsperc. The total amount of money will be about $450,000. 
The total number of people will be at its maximum approximately 29 
positions, but we are having a floating population of personnel at the 
National Weather Records Center so we will not actually hire new 
people, but we will use people that are now carried under working 
funds and similar types of things. 
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Mr. Preston. So this is where the people get the information who 
publish almanacs ? 

Dr. Lanpspere. Yes, sir. 

Mr. Preston. All right, Doctor, take the next item, please. 


ADMINISTRATIVE SUPPORT FOR NEW PROGRAMS TO BE STARTED IN 1961 


Dr. Lanpspere. I can go ahead with that but if you would like, the 
Assistant Chief for Administration is here, Mr. Grubb. You may 
wish him to present this. 

Mr. Preston. Very well, sir. 

Mr. Gruss. Mr. Chairman, this increase of $172,800 covers 24 
permanent positions. This increase in the positions are solely re- 
quired for the increased workload associated with the new programs 
represented in these estimates. 

I would like to mention that this administrative cost covers all 
three appropriations. There are no administrative costs in the re- 
search and development appropriation, or in the EMF appropriation, 
This is the Bureau’s total administrative requirement. 

The new positions will be used principally for recruitment and 
other personnel purposes, procurement and supply, stocking and issue 
of new equipment requested under the EMF program and for 
strengthening our financial management program. 

Mr. Preston. All related to the increases requested in this budget? 

Mr. Gruss. Yes, sir. 

Mr. Preston. What is your present strength that you are author- 
ized ? 

Mr. Gruss. Presently authorized strength, 401 positions and during 
fiscal year 1960 we will have an average employment of 340. 

Mr. Preston. During the current fiscal year? 

Mr. Gruss. That is right. 

Mr. Preston. How many do you have on the rolls at the moment! 

Mr. Guerrer. In administration, I do not have that figure here, sir. 
I have the total figure as of November 3 

Mr. Preston. rae was it then? 

Mr. Guerrer. I don’t have it broken down by divisions. 

Mr. Preston. Why wouldn’t you have that figure, Mr. Grubb? 

Mr. Grups. It is in the order of m: 1gnitude of 340, Mr. Chairman, 
plus or minus two or three positions. 

The changes, of course, from day to day and from week to week. 

Mr. Preston. That is a figure you usually furnish the committee, 
or as of some date—November 30 or January 1. 

Do you remember what your average employment figure was for 
1958 ? 

Mr. Groups. No. I do not recall that, Mr. Chairman. I could 
furnish it for the record. 

| Norr.—Average employment for administration, 1958—328.] 

Mr. Preston. You do not have one of these handy little books that 

sarries all these figures when you come before the Appropriations 
Committee? Everybody else carries those figures, Mr. Grubb. 

Dr. Reicnevperrer. He has a lot of figures here, Mr. Chairman. I 

wouldn’t be surprised if they could pull it out of one of the pages. 
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Mr. Preston. Refer to page 1057, Mr. Grubb, and maybe you will 
find some information in your own justifications that will help you 
answer these questions. 

Mr. Gruss. For 2 years, fiscal years 1960 and 1961, Mr. Chairman. 
Permanent employment for administration as of November 30, 1959, 
was 337. 

Mr. Preston. That is right there in your own papers, right in 
front of you? 

Mr. Gruss. Yes, sir. I was under the impression we had only the 
total figure for the Bureau. 

Mr. Preston. And you are seeking permanent positions for 1961 
of how many ? 

Mr. Grusps. An increase of 24, or total maximum of permanent po- 
sitions for 1961 of 425. 

Mr. Preston. And these are to strengthen your administrative 
staff ? 

Mr. Gruss. Yes, sir. 

Dr. Reicueniperrer. Primarily, they are the pro rata, additional 
administrative staff necessary for the increases visualized in the other 
parts of the estimates, Mr. Chairman. 

Mr. Preston. All right, Doctor. 

Dr. Reicuerperrer. We hope to have Mr. Rockney here shortly. 
He was on his way to the airport. There has been some delay in 
getting in touch with him. 

Mr. Preston. Where was he leaving for? 

Dr. Retcuetperrer. He was going out, I suppose to look at the 
radar. He is not leaving for any place e. I think this is correct; is it 
not ? 

Mr. Gruss. He just left the Headquarters Office at 24th and M 
en route to the airport. I left word for him to eall as soon as he arrives. 
[ expect a call from him shortly. 

Dr. Rercuetperrer. Mr. Rockney just got back from a trip to Africa 
where he was asked to speak in connection with—I think this would be 
of interest to the committee—asked to speak in connection with a world 
symposium, this was under UNESCO, I believe, in connection with 
methods to combat drought, deficiencies in rainfall and the uses of 
radar for the purposes I mentioned awhile ago. He was sufficiently 
recognized as an international expert for them to invite him there and 
pay all of his expenses. 

Mr. Preston. Did you attend any international meetings this year, 
Doctor ? 

Dr. Rercuevperrer. I was in Geneva for the Quadrennial Congress 
- the World Meteorological Organization as the U.S. representative, 

n April. 

Mr. Preston. How long were you gone? 

Dr. Rercnenperrer. About 414 weeks, 

Mr. Preston. Who keeps the store while you are gone? 

Dr. Retcurvperrer. Our very able assistants, the staff here, the 
gentlemen you see in this room; the deputy chief and at that time 
Dr. Landsberg was serving as deputy chief. Mr. Osmun has been 


appointed since then; Dr. Wexler for research and Mr. Grubb for 
administration. 
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Mr. Lieurance has just returned to us from the FAA. He is in | 


charge of the aviation branch. 
Mr. Preston. How long were you with the FAA, Mr. Lieurance? 
Mr. Lrevrance. I was on detail, Mr. Chairman, from August 1958, 


through the middle of December 1958. Then T transferred over 


there as a permanent employee, the head of the weather branch, until 
August 10 of this year. 

Mr. Preston. You came back to the Weather Bureau ? 

Mr. Lrevrance. Yes, sir. 

( Discussion off the record.) 


ORGANIZATION OF THE WEATHER BUREAU 


Dr. Reicuetperrer. Apropos this question who carried on while I 
was away, if I might say so, Mr. Chairman, I am quite aware of the 
fact that I have been under some criticism for trying to do too much, 
but I think the very fact that the organization runs so well when I 
am away is ample evidence that we have a very competent staff at this 
director level of the various branches and the work goes on perfectly 
well when I am not here. 

Mr. Preston. Well, Doctor, with everybody in the Bureau report- 
ing to you, I do not imagine there is much reporting done while you 
are gone. 

Dr. RetcHeiperFer. Well, Mr. Chairman, there are only five or six 
officials that report to me. 

Mr. Preston. And that is practically the whole shop. 

Dr. RetcHeiperrer. Well, by law the Chief of the W eather Bureau 
is responsible for the Weather Bureau. 

Mr. Preston. And by rule of commonsense the Chief of the 
Weather Bureau cannot keep his fingers and his eyes on a large 
R. & D. program, all of the administrative problems and follow the 
established meteorology facilities. One man can do only so much 
work. 

Dr. Reicuetperrer. He does not, Mr. Chairman. This is impos- 
sible. 

Mr. Preston. Why don’t you let them report to somebody else? 
If they are the titular heads of these activities, it seems they should 
have somebody else to report. to instead of you. 

Dr. Rercnetperrer. Before this committee? 

Mr. Preston. No, in the organization of the Weather Bureau. 

Dr. Retcnetperrer. In any organization the major directors of the 
branches report to the head of the organization.. And that is all they 
do in the Weather Bureau. The statement in last year’s testimony 
that field stations report directly to me I am sorry, Mr. Chairman, is 
quite in error. It is just not factual. 

Mr. Preston. It would not have been uncommon for you to tele- 
phonea few stations and talk to them, would it ? 

Dr. RercneLperrer. Very uncommon, unless it is some special 
thing they have asked me about. I called Mr. VanThullenar in Kan- 
sas City last week because the previous week he had been in the central 
office and had asked me to see what could be done about getting 
tornado research aircraft on bailment from the military services, 80 
quite naturally, I talked with him. In the meantime, Mr. Osmun 
and several others talked to him about the same thing and he had 








is in } 


ce? 

L958, | 
over | 
until | 


ile I 
F the 
uch, 
en I 
this 
ectly 


0rt- 
you 


r six 


reau 


the 
arge 
’ the 
auch 


pos- 


Ise? 
ould 


L. 

F the 
they 
10ny 
n, is 


tele- 


cial 
Can- 
itral 
ting 
Ss, SO 


mun 


had 





545 


asked me to let him know when he could go ahead, so my call was 
simply to tell him to go ahead and this is a major project, the pro- 
curement of aircraft for research. 

I think I would be derelict in my duty if I did not know some 
things of that kind of major importance were going on, but the de- 
cision is not made in my office. 

Mr. Preston. Where is it made? 

Dr. RetcHecperrer. Normally, it is made, well, so many times there 
are several branches involved in anything in weather and it is made 
either by conference, where the consensus, and usually the complete 
agreement is obtained, or if it applies only to the director of the 
branch, if it is not a major change in policy or program, then the 
decision is made by the director. 

I have been very much concerned, Mr. Chairman, about what seems 
to have been a considerable amount of misinformation about the way 
the Weather Bureau operates and I would be very happy for an 
opportunity to bring this whole thing out, because we haven’t any- 
thing to hide. If there is a better way of doing it, goodness knows, 
we are looking for it. As a matter of fact, until these questions came 
up in this committee, the Weather Bureau, in the opinion of repre- 
sentatives of the Civil Service Commission and with others, had 
enjoyed the reputation of being quite thorough and efficient and for- 
ward looking in its administrative practices. 

We have repeatedly asked for outside counsel so that we would not 
become a “closed corporation” in this respect. 


LEASING AND EQUIPPING HURRICANE RESEARCH AIRCRAFT 


Mr. Preston. Well, now, you undertook one project that you 
were not competent to handle, obviously, from the results you achieved, 
and that is that leasing of those airplanes and the equipping them for 
hurricane detection, because that has turned out to be Taook a fiasco 
financially. 

You apparently decided that your people were competent to deal 
with an aviation matter and you did not have anybody with any expe- 
rience in aviation, as far as I know, aircraft and this sort of thing; 
or did you ? 

Dr. RetcHeLperFer. We have some experience in aviation, yes; 
but we did not rely entirely on our own experience. We had the 
constant advice of the FAA, for one agency, and we have worked very 
closely with the military on this whole thing. We drew upon the 
experience of the Air Force, which has been responsible for providing 
the aircraft required for hurricane research during the past 3 years 
and this whole project was undertaken with great thoroughness and 
it Is an open book and the whole record is available for review and 
I think the record will stand up. 

Mr. Preston. You do? Let’s see if it will. 

On January 29, 1959, your original target, in terms of money for 
these aircraft that you were going to lease and equip and operate, 
your target was $842,630, with a ceiling of $834,750. That was Jan- 
uary 29, 1959; 3 months later, April 1, 1959, you revised that target 
to $876,779 with a ceiling of $929,386. 

That did not seem to work, so in August of the same year, August 7, 
1959, you threw out all these targets and ceilings and you entered into 
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a cost-plus-fixed-fee contract, whatever that means, cost-plus, which | 


means whatever cost there is plus profit and a fixed fee for something, 
of $822,448, plus a $75,000 fee. 

The very next month, the first overrun of $198,000 reduced to 
$184,017.34; further reduced to about $140,000 by reduction in scope, 
The fee was reduced to $65,000. 

October 13, 1959, second overrun of $130,467.84 and the fee reduced 
to $56,500. 

December 15, 1959, there was a third overrun of about $80,000, 
bringing total estimated cost. to $1,173,000, not including the fee. 

What about that, Doctor? 

Dr. Reicuetperer. We went through the usual procedure of getting 
exhaustive bids for this work. I should say right in the beginning 
that we undertook this only as the last possibility. We tried very 
hard and exhausted all possibilities to get the Air Force to continue 
to provide the aircraft. Members of the staff tried to get the FAA 
todoit. Wetried the Coast Guard. ’ 

We tried the Navy, and I personally, in the effort to have this 
service provided for the Weather Bureau, saw the heads of these re- 
spective services, not the head in every case—I didn’t see Admiral 
Richmond in the Coast Guard but I saw people who were competent 
and responsible for deciding whether it could be done or not. 

When we found that there was no choice but for the Weather Bu- 
reau to contract for it, we went, I think, into the most painstaking 
search for the most economical and efficient way to get the aircraft 
and to have them operated, that one could visualize and we had at 
every stage the advice of aviation agencies. 

After long study and after looking very carefully some—TI think 
eight. or nine bids in the final analysis, we chose the lowest bidder. 

‘Tt is my understanding that he found this equipment in the whole 
project much more exacting and much more difficult than he antici- 
pated. 

Mr. Preston. Who, the bidder? 

Dr. Retcuetprrer. The bidder; so, much to our regret and sur- 
prise there have been overruns on the cost, but I think the significant 
thing is this: The Weather Bureau did get the lowest bidder and 
even with the overruns I think I am correct in saying that his total 
cost. is still lower—is it lower than the next higher bidder ? 

Mr. Lizurance. Not quite. 

Dr. Rercnevperrer. Perhaps Mr. Grubb can give the rest of this. 
[ have kept in touch with it as closely as I can from time to time. I 
have before me a report of January 10 on the progress in the contract. 


DUPLICATION OF HURRICANE RESEARCH ACTIVITY 


Mr. Preston. Before we get to Mr. Grubb, and I am perfectly agree- 
able for him to make any statement about this in defense of the Bureau 
on it, but let me ask you this: The Navy and Air Force are still doing 
the same work, are they not? 

Dr. ReicHeLpERFER. Not at all, sir. 

Mr. Preston. Hurricane detection ? 

Dr. RetcHEevperFER. There has to be a distinction made between 
the routine hurricane reconnaissance with aircraft not specially 
equipped for research and the hurricane research aircraft. Those 
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always have been separate because the hurricane reconnaissance air- 
craft go out to search an area where there has been a wave disturbance 
or something that gives indication that it may develop into a hurricane. 
They must go to the heart of that. The research aircraft may not 
serve their purpose if they go to the center of the storm. They may 
need to probe the conditions around the storm, to see the physical 
factors, the winds, the temperature, humidity, the pressure, that go 
to generate the storms and make them more intense because we are 
trying to find better techniques for forecasting the generation and 
movement of these storms. So the reconnaissance aircraft cannot 
do the hurricane research job and vice versa. 

They are quite distinct. missions. 

Mr. Preston. All right, Mr. Grubb, do you want to comment on 
this? 

COST OF CONTRACT TO EQUIP PLANES 


Mr. Gruss. As you mentioned, Mr. Chairman, the present esti- 
mated cost of the contract is estimated at $1,229,500. This includes 
$1,173,000 for actual costs plus the fee of $56,500 to the contractor. 

This is approximately $40,000 over the next lowest proposal re- 
ceived, but each of the proposed contractors pointed out and empha- 
sized that any delay in the furnishing of Government equipment 
would increase the total amount in their proposed contract. 

Inasmuch as we have experienced considerable delay in the fur- 
nishing of Government equipment to the contractor, we are confident 
that the next-lowest. bidder would have increased his cost accordingly 
and that in the final analysis would be greater than the present 
prospective cost. 

Mr. Preston. Did you enter into the contract on August 7, 1959? 

Mr. Gruss. Yes, sir. 

Mr. Preston. A cost-plus-fixed-fee contract ? 

Mr. Gruss. Yes, sir. 

Mr. Preston. How do you know what is low and what is not low 
if it is on a cost-plus basis ? 

_ Mr. Gruss. We do not, Mr. Chairman. The comparison I was mak- 
ing was to the original proposals. 

Mr. Preston. But you threw those out the window. You just aban- 
doned all of the contractor idea and went into a cost-plus deal, did 
you not ? . 

Mr. Gruss. That is right. 

Mr, Preston. So, why prefer it to any contracts? 

_Dr. Retcuevperrer. This was the best contract we could get for the 
Government, Mr. Chairman. 

We knew right from the beginning that this was a very sensitive 
project. We had no choice but to go ahead with the research because 
there is a statute which requires the Weather Bureau to find, with the 
least. possible delay, the causes and the behavior of atmospheric dis- 
turbances of this kind, so if we had done nothing, we would have, I 
think, quite properly have been open to very severe censure for 
neglecting our responsibilities and the requirements laid down in 
the statutes. 

Mr. Preston. What was the low bid originally ? 

Mr. Gruss. $894,750. Of course, this was a ceiling price. 
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Mr. Preston. That was what somebody offered to do this job for, a 
responsible bidder ? 

Mr. Grouper. Land-Air, Inc. 

Mr. Preston. Why didn’t you execute a contract with him? You 
did, didn’t you? 

Mr. Gruss. We executed what we called at that time a target- 
ceiling type of contract. 

Mr. Preston. With what kind of loopholes are in it for him to get 
out? 

Mr. Gross. Well, of course, we had to make provisions in the con- 
tract that any delay in the furnishing of certain key equipment by the 
Government would modify their original price. We did experience 
this delay in the furnishing of Government equipment. As a result 
the contractor incurred certain costs for which he had a legitimate 
claim against the Government. 

Mr. Preston. Did you investigate availability of the equipment be- 
fore you executed a contract? 

Mr. Gruss. Yes, sir. 

Mr. Preston. Was it available? 

Mr. Gruss. We were told it was. Asa matter of fact, we have cor- 
respondence, exchange of correspondence between the Secretary of 
Commerce and the Secretary of Defense in which we were assured that 
the equipment would be furnished early in February 1959. 

If it had been furnished in accordance with the dates which were 
originally provided us the amount of this overrun would certainly 
have been materially reduced, if not entirely eliminated. 

We subsequently changed it to a cost-plus-fixed-fee contract upon 
the advice of the General Counsels Office of the Department and in 
cooperation with the GAO because this permitted a Government audit 
of all expenditures made by the contractor and assured that the Gov- 
ernment would pay for only those things actually provided by the 
contractor. Under terms of the original target-ceiling type of con- 
tract, we had no recourse to audit. As a result of our being able to 
audit there have been certain charges proposed by the contractor 
which have been disallowed and referred back to the contractor. The 
number of these disallowances has been very small and are under- 
going discussion. 

HURRICANE RESEARCH BY NAVY 


Mr. Preston. Has the Navy been doing this research work previ- 
ously, Doctor? 

Dr. Rercrerperrer. The Navy? 

Mr. Preston. Yes, sir. 

Dr. RercuEeLperrer. Well, I want to be sure. The Navy has not 
been doing this national hurricane research project work. They, I 
recall, made a flight into a hurricane some years ago and dropped dry 
ice, With a view to deflecting the hurricane, but there has been nothing 
representing a comprehensive research project of the kind that. this 
national hurricane research project represents. 

Asa matter of fact, this is to a considerable extent an interdepart- 
mental project in which the military services and to some extent 
NASA and other agencies are interested and have contributed and 
I think it is only fair to point out, since the Bureau’s procedure is 
under examination, that it was in ‘the interest of getting what we 
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needed at the lowest possible cost that we went to all this trouble of 
getting equipment from Government sources instead of ordering it 
new and this has caused us a great deal of difficulty and it has made it 
necessary for us to ride herd on the project day by day, ever since we 
started it. I am quite sure that a thorough study of what we have 
done would give us a clean bill of health on it. 

We have provided the aircraft, or will provide them at a cost that 
is considerably less than if we had made an all-out and overall con- 
tract for the thing. 


ORIGINAL ESTIMATE OF PLACING PLANE IN AIR 


Mr. Preston. When did you tell us originally when you proposed 
this project to Congress that you would put these planes in the air, 
Doctor ¢ 

Dr. RetcHeLpeRFER. We were told—I told the committee last year 
that we were promised by the contractor to get them into the air in 
August. 

Mr. Presron. And they are on the ground yet, are they? 

Dr. RetcHELDERFER. They are. The one has been ground tested, 
would have been air tested yesterday if the weather had—not yester- 
day, but probably last Friday or Saturday if the weather had not 
been bad out in Cheyenne. 

Mr. Preston. And your target date originally, though, when you 
proposed the proposition was earlier than August ‘of 1959, was it not? 

Dr. Rercuerperrer. I do not think I ever said we would get the 
planes in the air before August. I have had some 15 or 20 years of 
experience in aviation as an aviator. [ am not an active pilot now, 
but was one of the few who had qualifications both in heavier -than- 
air and in airships, in lighter-than-air craft and I know how much 
longer it normally takes to get an aviation program on the road. In 
fact, this was discussed very thoroughly in the Bureau last January 
and February, but we were told by the contractor that if we got the 
equipment at the time we expected it early in the spring, he would 
have the planes in the air in August. 


RENT ON AIRCRAFT 


Mr. Preston. How much rent have you paid thus far on the 
aircraft ? 

Dr. ReicHeiperrer. Well 

Mr. Gruss. We paid rent on aircraft, Mr. Chairman, at the rate 
of $25,500 a month each. 

Mr. Preston. For how many months? 

Mr. Gruss. The first aircraft was delivered February 20, 1959. 
The second aircraft was delivered May 18, 1959, and the rental has 
been at the rate of $25,500 per month ‘each since those dates, 

Mr. Preston. Do you have a total figure you can give us? 

Mr. Gruss. No, I donot. 

(Information subsequently was submitted that the payments 
thinongh December 31, 1959, totaled $453,606.) 

Dr. RercHELpErFEer. We have an option for purchase of the aircraft 
and a considerable portion of the rent would be applied toward the 
purchase price if we decide to purchase. It ought to be pointed out 
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dollars into the purchase of the aircraft and the interest on that sum 
alone would have offset part of what we paid in rental. 

Mr. Preston. I am not questioning the rental figures. That is 
very good. I think you got a very reasonable rental figure for the 
aircraft, but it is a lot of rent to pay with airplanes sitting on the 
ground, 

You passed through one hurricane season with no results. 

Dr. Rercnevperrer. We raised heaven and earth to get the air- 
craft in the air. We did everything that was humanly possible and 
we are very much aware of the accrual of rental and of the delay. 


UNDEPENDABILITY AND INACCURACY OF ESTIMATES 


Mr. Preston. You see, Doctor, you do not have this experience to 
the same degree that we have on the Appropriations Committee. 

You have it to some degree within your own Bureau, I am sure, 
having been in Government as long as you have, but every project that 
is brought before this committee, without exception—I cannot recall 
any project of any size that has ever been presented to this commit- 
tee—that came out in the end like the witnesses testified it would at 
the outset. When the St. Lawrence Seaway was built, they came to 
Congress in 1953 and told us what it would cost. W hen they came 
to the Appropriations Committee it had gone up. Now it has cost 
$141 million as against $88 million, the highest estimate. They told 
us before this subcommittee the total including everything would be 
$105 million. 

Now the final figure is $146 million, $41 million more than they told 
us. It happens right here with this project. It becomes wearisome 
to constantly hear ‘testimony about what things are going to cost and 
always find that they do not come out that way. 

Our people in Government are supposed to be the best informed in 
these areas of anybody. Yet their estimates are never dependable 
and in the case of the St. Lawrence Seaway the Corps of Engineers’ 
estimates did not stand up. 

We are now faced with the proposition, shall we build the Bureau 
of Standards Building at X number of dollars? “That is it. That 
is all. That is the figure,” we are told. It won’t be. Yet we have 
sort of accepted that as part of the game in this business of underesti- 
mating, knowing at the time that they are underestimating because 
from experience every witness here knows that things just do not turn 
out that wa: 

Now, I do not know what the answer is. We cannot appropriate 
with any degree of accuracy when the estimates we get are unreliable. 

Dr. Retcuetperrer. I personally think that situation is serious, 
Mr. Chairman. 

I can assure you that for the Bureau we do not make it a practice 
of underestimating and I think it may be appropriate also to say that 
within the last 3 or 4 weeks I have talked with FAA representatives 
about taking over the operation of these aircraft. 

We would like very much to find some other agency to operate the 
aircraft, but still when you look into the figures and when you see 
what we are getting for the amount we are putting into it, I think 
we have got a bargain. 
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Mr. Preston. Well, it would be a bargain if we ever got them fly- 
ing, maybe. We have to get them up into the air. 
Dr. RetcueLperrer. Yes, sir. 


DELAYS IN GETTING HURRICANE RESEARCH PLANES FLYING 


Mr. Yates. Why haven’t they been able to get up # 

Dr. RetcnHevperrer. Primarily the delays in the equipment that is 
furnished by the various parts of government; that is, military sur- 
plus supplies, mostly. There was just delay in getting—we sent our 
own checkers and tracers to get hold of the equipment and get it on 
the way. Sometimes, well, I said, “If you have to pick out the equip- 
ment and carry it in your personal baggage and take it out to Chey- 
enne, do it.” 

There were unavoidable delays. In the last few weeks after the 
equipment had all been delivered the contractor has run into difficulty 
in the equipment he manufactured that were unanticipated. This is 
more delay. This is not unusual in aviation. I frankly said last 
February that we would be very lucky if we got the planes in the air 
before the hurricane season. 

Mr. Yarrs. Why is this an aviation problem rather than an instru- 
mentation problem of the Weather Bureau type? You have your 
planes. Why isthisan aviation problem ? 

Dr. Retcuevperrer. The equipment is not a standard type equip- 
ment. 

Mr. Preston. Where are your pictures, Doctor? 

Dr. Retcnevperrer. It has equipment to measure these various ele- 
ments in the air and to record them in the aircraft, to compute them. 

Mr. Presron. You have some photographs? 

Dr. Retcuevperrer. How many thousands of miles are there in the 
digital unit? 

Mr. Gruss. Thousands of miles. 

Dr. Retcuevperrer. I have seen the figures. 

Mr. Yares. You start with the standard plane and then you just 
completely equip it ? 

Dr. Retcue perrer. Yes; it is chockfull of equipment, the most 
advanced electronic equipment for this purpose. 

Mr. Chairman, Mr. Rockney is now here if you wish to go into the 
radar business. 

Mr. Preston. Yes, sir; we will be glad to hear from him. I do not 
know whether we have time to hear him now. I think what we had 
better do in order to get on the floor in time is to have Mr. Rockney 
return. Is he here? 

Dr. ReicHevperFer. Yes, sir. 

Mr. Preston. Mr. Rockney, we were just commenting in your brief 
absence from the room that since the hour of adjournment is almost 
here, that it would not be wise to go into the discussion of these radar 
units at this point, but to do it at 2 o’clock. 

Mr. Rocxney. Yes, sir. 
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AFTERNOON SESSION 


COMPARISON OF WEATHER RADARS 





Mr. Preston. A question came up before we recessed about the 
efficiency of the two types of radars involved here in our discussion, 
the WSR-57, and the CPS-9. Would you give the committee the 
benefit of your opinion as to the efficiency of the two radars? 

Mr. Rocxney. First I would like to say that a question similar to 
this was asked in these hearings last year. At that time the Weather 
Bureau submitted a statement on this very matter. It appears on 
page 558. 

In that statement the question of the location of the CPS-—9’s with 
respect to the Weather Bureau’s plans for locating the WSR-57 was 
discussed and various reasons were given for our installing these 

radars in these places. I will run over some of the more important 
reasons and show you some pictures. 

First of all, the principal reason for making the installations at 
these places despite the fact that the CPS-9’s are located nearby, is 
our sincere conviction that the CPS-9 is unsuited from a technical 
standpoint for the detection of the severe storms with which we are 
concerned at these places; namely tornadoes, flash floods, and 
hurricanes. 

I apologize for not having a bigger picture but I would like to show 
you this if I may. 

This is the radar picture of the Worcester tornado, as observed by 
a CPS-9 radar. North is at this point in the picture. West is at 
this point, east here, and south. 

The radar display is shown on a cathode-ray tube similar to that 
used in television. The CPS-9 radar saw the front edge of the storm 
very well, but then as the 3 centimeter wavelength energy, the char- 
acteristic wavelength of the CPS-9, passed through the storm, it. be- 

came weaker and weaker. It faded out as it passed through the 
heavy storm. 

Geographically the Worcester tornado was located at the point of 
the arrow. 

Here is a picture of the same storm on a high-power 10 centimeter 
wavelength radar. See the pronounced hook and the fact that the 
energy penetrated this storm with no diminution owing to the rain- 
fall. An analogy might be drawn to a person shining a flashlight into 
thenight. The beam gets weaker and weaker with distance. If there 
is intervening dust or rain the beam does not penetrate far. Simi- 
larly, heavy rainfall “attenuates” or diminishes the CPS-9 energy 
seriously. 

In the Worcester tornado where 90 people were killed, you will see 
how the 10-centimeter radar showed the location of the hooked echo 
clearly, whereas the CPS-9 did not show it at all. This hook is almost 
a characteristic feature of tornadoes, and this is one of the things we 
have to look for in particular, in identifying and tracking torn: acdloes. 

In the case of Hurricane Diane, which killed hundreds of people in 
Connecticut and eastern Pennsylvania, this is a picture of Hurricane 
Diane taken on a powerful 10-centimeter radar and the spacing be- 
tween these markers is 50 nautical miles. 

Here you see that this particular strong 10-centimeter radar like 
the WSR-57 had the ability to penetrate more than 150 miles of heavy 
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rain. It rained more than 16 inches as this storm went across, and 
some places 20 inches. This caused the highest floods of record in 
the State of Connecticut. 

Unfortunately I do not have a picture of the corresponding CPS-9 
picture, but all we can say is that a research CPS—9 at Blue Hill, Mass., 
saw nothing at all of the rainfall over the State of Connecticut. The 
CPS-9 radar energy had been completely attentuated or the signal 
had been completely destroyed by the intervening rain. 

Here is an example of the radar display in two situations with the 
CPS-9. It is 200 miles out to the edge. 

The picture shows precipitation almost to the edge of the scope 
but it is rather weak here, but still in all the set has seen 100 miles 
and weakly to 175 miles. 

Here is the next picture when it began to rain heavily at the CPS-9 
site. The signal was completely attenuated. This is the exact pic- 
ture 10 minutes later. It rained an inch and a half in a few minutes 
while the storm occurred and here you see the signal was completely 
lost. Rainfall of this intensity is not uncommon. 

There are a few other reasons that I can go into. 

First of all, it is common practice, if you have to operate your 
radar in all sorts of weather, to cover the antenna with a plastic 
dome which is transparent to the radar energy, and yet protects the 
radar antenna from the wind, because these things cannot be rotated 
in high winds. 

Our radar is under this radome, and we can operate in any winds, 
hurricane or anything else, whereas the CPS-9 must be shut down 
if the wind is too strong, the gears not being strong enough to turn 
the antenna. 

Another reason that we believe our action is justified is the need for 
personal control of the radar in a storm situation. We think that 
in the tornado and hurricane areas, and in many of the areas subject 
to flash floods, we need the radar meteorologist in the same office as 
that where the man who gives the warning is located. 

Visualize the problem that results if you have a tornado on the 
screen. You are looking at it with radar. You get, by telephone, 
from the public, other information as to the location of the storm 
and its severity. In the Kansas City case our radar meteorologists 
were instantly on the air with broadcasts saying such things as this: 
“The tornado now is at the corner of 86th and Walnut Streets.” A 
few minutes later at “79th and Elm.” 

These are the sorts of rapid-fire warnings that can be delivered 
only if there is what you might call personal control of the radar by 
the man giving the warnings. Delay resulting from obtaining the 
Information second-handed cannot be tolerated. 

Do you wish anything further? 


REPLACEMENT OF RADARS IN JOINT PROJECT 


Mr. Preston. I assume from what you have said, that the military 
radar is somewhat obsolete and the project which envisions using 
equipment jointly would require replacing the CPS-9’s with WSR-57 
radars ? 

Dr. Retcnevperrer. This gives it a slightly different slant. The 
CPS-9 program is a network of radar stations installed by the Air 
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Weather Service of the Air Force. The points in duplication of 
which we spe ik this morning are those locations where we are putting 
in a WSR-57 within 25 to 50 miles of the CPS-9. 

Mr. Rockney has stated-——— 

Mr. Preston. I understand that. 

Dr. Retcuevperrer. The Air Defense Command radar is an en- 
tirely different program, but it supplements the network so that 
again 

Mr. Purstow. I know it is a different program, but aside now from 
this question of location you have recently started a joint project. 

Dr. RercHELperrer. Yes, sir. 

Mr. Preston. For weather? 

Dr. ReIcHELDERFER. Yes, sir. 

Mr. Presron. In this joint project a network of radars are utilized, 








a nN ER RIS 


Since you deprecate the efficiency of the CPS—9 it would lead me to | 


believe that, in this joint project program, you would recommend re- 
placing the CPS-9’s with the new radar. 

Dr. RetcneLperrer. What type radar does ADC use? 

Mr. Rocxney. They use still a different kind. It is still on a dif- 
ferent frequency, and it is extremely high powered. 

With respect to the CPS-9 program I do not think that the Air 
Weather Service will replace the CPS-9’s when they wear out. The 
equipment already is more than 10 years old in design. There have 
been a lot of improvements in radar engineering since the CPS-9 
was designed. At at least one place mentioned by Mr. Lieurance, 
Miami, the Navy is taking a drop on our radar rather than using a 
CPS-9. They closed out the CPS-9 when it became defective. It got 
to the point they could not provide spare parts and closed it out. 

We will also provide drops to the air weather service at Charleston 
and Amarillo, Tex. on this new WSR-57 radar. I am convinced we 
will find that the air weather service will not ask for a CPS-9 re- 
placement or additional WSR-57's but depend on us. 


LOCATION OF WSR-57 RADARS 


Mr. Preston. At how many places where you have a CPS-9 are 
you installing a WSR-57 ? 

Mr. Rockxnery. Seven. 

Mr. Preston. Where are they located ? 

Mr. Rocxney. I quote from astatement of last year. 

Mr. Preston. We have that. statement, Mr. Rockney, but unfor- 
tunately I cannot remember it. 

Mr. Rocknry. Washington, D.C.; New York; Tampa; Fort Worth; 
Detroit; Oklahoma City ; St. Louis. 

Mr. Preston. Do you have hurricanes at Detroit ! 

Mr. Rocxnery. No, sir; but we have tornadoes and a very large do- 
mestic and international aviation service at Detroit. This picture 
from our radars is going to be displayed not only at the site at Wayne 
Major where the radar 1 is installed but also remoted to another point 
where there is heavy aircraft traffic. One radar will serve two places, 
the second being Detroit city airport. 
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Mr. Preston. Do you have a list with you of where the locations of 
the 30 sets of the WSR-57’s will be? Are they in the justifications ? 

Mr. Gierrer. They are not in the justifications. 

Mr. Preston. Do you havea sheet you can give us? 

Mr. Guerrer. Yes, sir. Commissioning dates are listed along the 
side. 

(Discussion held off the record.) 

Mr. Bow. You have Miami, Daytona Beach, Key West, and. Tampa, 
Fla. If this is such long-range radar are you not overlapping some 
in those installations ? 

Mr. Rockney. The location of these equipments is selected so that 

we will be erecting what you might say is a Aeaekon fence” approxi- 
mately 150 miles out from all portions of the U.S. coast that are sub- 
ject to hurricanes. 
- In the case of Key West it is a little bit close to Miami but that is 
the end of the Keys and we cannot go any farther out with it. We 
take into account such things as the 1935 hurricane on the Keys. That 
was such a terrible hurricane there in the Florida Keys. 

We have also to take into account that on things like hurricane eyes 
sometimes these are not visible at more than about 175 miles away 
from the station. 

If one can erect a sort of “hurricane fence” along the coast of the 
United States and can see dependably and with absolute surety all 
hurricane eyes that come within 150 miles of the coast, and if the 
storm moves at a rate of 12 to 15 miles an hour, which is a common 
rate of movement, this gives us from 10 to 12 hours of warning time 
as to the exact arrival of the eye upon the coast. 

Mr. Bow. How about Lake Charles, New Orleans, and Galveston? 
They are also close together, are they not? I think now of the testi- 
mony of the long-range attribute of the instrument. 

Mr. Rockney. Yes; that is true. Unfortunately, the eye of the 
hurricane sometimes may not be a very high phenomenon. The range 
of the radar on the eye of the storm is dependent very largely upon 
the height of the eye. 

It has been our experience that thunderstorms that go to extreme 
heights, 40,000, 50,000, 60,000 feet, they can be seen at long range. The 
eye of a hurricane, which may not exceed 30,000 feet, it cannot always 
be seen at ranges greater than 175 miles. 

We are also sensitive to the vulnerability of Texas and the whole 
south coast of the United States. 

Mr. Bow. That is also true of Evansville, Ind., and Cincinnati, 
Ohio. There is not t distance there. 

Mr. Rocxney. In those two particular areas we are very much con- 
cerned about floods and we are talking there—— 

Mr. Bow. That leads me to my next question, Mr. Chairman, if you 
will yield further. 

Mr. Preston. Yes. 





RADAR COVERAGE IN OHIO 


Mr. Bow. We have both tornadoes and floods in northern Ohio. 
Where are we getting our protection with this overlapping in some 
areas and none in others, 

Mr. Rocknry. From the radar at Wayne Major at Detroit, the 
entire area of northern Ohio will be covered between that -adar 
and 

Mr. Bow. That extreme distance causes some trouble in northern 
Ohio, then? 

Mr. Rockxnry. We have a good bit of the State of Ohio covered 
with other radars already. We have radars at Cleveland, Columbus, 
and Akron. 





WEATHER RADAR AT AKRON-CANTON 


Mr. Bow. Akron-Canton, is that ? 

Mr. Rocknry. Yes. 

Mr. Bow. Private industry installed that and not the Government. 

Mr. Rocxney. Yes, sir. 

Mr. Bow. I like that pointed out. I always like to tell about 
Akron-Canton where private industry installed, bought, and paid 
for the installation of the weather radar there. 

I think that covers this subject, Mr. Chairman. 

What type radar is that at Akron-Canton ? 

Mr. Rockney. Built by Decca of England. 

Mr. Bow. About the same thing as the CPS-9? 

Mr. Rocxnry. Shorter range. 

Mr. Bow. That gives only immediate coverage of what? 

Mr. Rocknry. Seventy-five to one hundred miles. 

Mr. Bow. Thank you, Mr. Chairman. 

Mr. Preston. Off the record. 

(Discussion held off the record.) 

Dr. Retcuevperrer. The committee might be interested in knowing 
we have just received a call from Cheyenne that the B-57 is now 
in the air and flying. 

The figure I could not recall on the length of the cable is shown 
here. There are more than 30 miles of electrical wiring in each of 
the planes. 

I would like to mention that Mr. Gentry, the head of the national 
hurricane research project, is here. He came in during lunch. If 
there are any other questions about this project I am sure he ean 
answer them. 

Mr. Horan. We have been discussing three types of radars and 
he mentioned a private installation which is something else. Is 
that an APQ-13? 

Mr. Rockxney. That was an old one. 

Mr. Horan. And there are various others? 

Dr. RetcHeiperrer. Decca is an English firm. I suppose there 
must be two or three dozen types of radar, long-range and short- 
range, which are in use. Most of them are designed to try to screen 
out the weather because they want to see an airplane or something of 





















that kind, while the weather radar are designed to bring out the 
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Is the base program calls for 305 permanent positions. We have in- 
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line item on research and development. The total amount is 
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Dr.. Wexier. Mr, Chairman, we are requesting two major items 
for research. One is to have a separate no-year appropriation for 
research and development. We believe by having meteorological re- 
search and development as a separate item it would lend itself to easier 
review and justification before various committees. 

Also the greater flexibility of having no-year funds will help a good 
deal in the planning and administering of research. It is very diffi- 
cult to chop research into yearly segments, and we believe if we can 
have, as many other research agencies have, no-year research funds 
this will result in more efficient and more economical research in the 
long run. 

This is one major request we are making. 

The second is an increase of our research and development funds 
of $3 million over our current fiseal year appropriations. This is 
divided into three major segments—three-quarters of a million dol- 
lars for hurricane and severe local storms, including tornadoes, 
thunderstorms, squall lines: a half million dollars for fundemental 
research involving stratospheric meteorlogy, micrometeorology and 
other basic research on which we build our applied research of the 
future, and $1.7 million for aviation weather systems development. 


HURRICANE AND TORNADO RESEARCH 


Taking up the first of these items of three quarters of a million 
dollars, our main research tool is the airplane. We have already 
discussed the status of these three research planes. 

T should like, in addition to the photographs you have seen of the 
equipment, to show you if I may by means of t this displ: iv how the data 
taken by the plane and coming into the various receiving equipment 
and processed through the various computers, come out in a very 
handy form on tabulated paper giving the distance of the storm from 
the airplane, the wind, temperatures, and so on, in a time interval 
which might be a fraction of a second to several minutes depending 
on how rapidly events change. 

Sheets with this sort of data are available a few hours after the 
airplane returns and form the basis not only for directing the next 
plane on its flight but also the research material that is used both by 
Weather Bureau research meteorologists and meteorologists at the 
universities. 

Without question this is the biggest single research project ever 
undertaken in meteorology directed toward a single phenomenon. 

The scone of this project where the airplane is only one important 
part, involves a tremendous number of things—radiosonde stations 
in West Indies, radars, rockets, beacons, ete. 

A review was held recently before a distinguished gathering of 
meteorologists from this country and abroad, and the opinions of 
those meteorologists was that this was a valuable project which should 
be continued to get more information on this storm. 

The more we go into these storms the more we realize they are not 
the same. This is a cutaway cross section of a “typical” hurricane. 
There is really no such thing as “typical” but they do have certain 
features in common. These are the bands that rotate counterclock- 
wise around the storm which spiral into the center and come up in 

vast funnel and outflow aloft. 
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The hurricanes show that rarely are two storms alike. They are 
like fingerprints, different one from the other. The same storm may 
run into a number of variations throughout its history. 

We were successful last year in putting in for the first time for an 
appreciable period a hurricane beacon, indicated by the yellow bal- 
loon on the chart, which stayed with the center of the storm and was 
tracked for about 24 hours. This device throws open a new field in 
the following and tracking of these storms because we have a radio 
signal which enables us to pinpoint accurately their position. We 
hope to continue with these experiments. 

Mr. Horan. How were you able to locate that beacon there? 

Dr. Wexier. By radio direction finder. The beacon was put in 
the storm by an airplane. The airplane left and the beacon stayed 
in the storm for about 24 hours. This was done successfully two or 
three times last season. 

In addition we have sent up a rocket in cooperation with the Navy 
to take a picture of the overall hurricane clouds from above. 

We had tough luck with this. Sometimes the rocket has not worked 
and other times it has and the capsule has not been recovered. 

We hope this season we will be able to get pictures of how a hurricane 
looks from above which will help us when satellites equipped with 
meteorological instruments are placed in orbit so we can recognize 
without any doubt hurricanes as they form and then follow their paths. 

This is only one portion of the severe storm picture. 

The second portion, the one much more elusive and difficult, is the 
tornado and squall problem. The hurricane might be 300 to 400 miles 
across which may be followed for a week or 10 days. A tornado, a 
small vortex of perhaps 100 yards to 200 yards wide has a life history 
of only a few hours and is imbedded in a complicated cloud structure 
where there are all sorts of weather, severe thunderstorms, wind shifts, 
and so on. 

We hope to use these hurricane planes during this coming tornado 
season, which starts in about March or April, in carrying on a very 
thorough investigation of this type of storm—not the tornado itself 
but the clouds that breed the tornado. 

We are working closely with other Government agencies, the Air 
Force, the NASA, and the FAA in a joint project, with the hope that 
ach of the agencies will contribute planes and equipment to investi- 
gate these storms. 

Most of these investigations will take place over a special network 
of about 300 stations located in the tornado area. On this chart the 
blue cireles are regular weather stations, information from which is 
used in preparing the usual weather forecasts. 

However, since these storms are so small they might be completely 
lost in the regular network, for a few years we have had in operation 
an. experimental network of stations which are operated by public- 
spirited citizens at little cost. We hope to increase this network by the 
red dots shown to the west and north and we plan that the airplanes 
would operate over this station network. 

This completes the severe storm portion of our research, the three- 
quarter million dollar budget. 
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DEFICIT 


Mr. Preston. Where is the $400,000 deficit located ? 

Dr. Retcuevperrer. This would come under the previous listing 
and not under this one. 

Mr. Preston. Under salaries and expenses ? 

Dr. Reicueiperrer. Yes. Last year there was no separation in that. 

Mr. Preston. Under what category would it come? 

Dr. Retcuecperrer. I am reminded there is no deficit as such. The 
overrun which we were talking about this morning comes under the 
main item, “Establishment of meteorological facilities,” for the year 
1960. 

In 1961 this will be in a separate category if the Congress approves 
our submitting our items in a separate research and development 
item. 

Mr. Preston. What did you do in 1960? Did you absorb it? 

Dr. Retcnevperrer. Might I ask Mr. Gleiter to give the facts cor- 
rectly ¢ 

Mr. Preston. Yes. 

Mr. Guerrer. The appropriation which supports the instrumenta- 
tion of these aircraft is our “Establishment of meteorological facili- 
ties,” EMF appropriation, separate from salaries and expenses. 

In this appropriation last year the Congress authorized us an ap- 
propriation to replace some obsolete and outmoded upper air sound- 
ing equipment. We requested of the Congress funds to take care of 
32 of these units. 

Subsequent. to the passage of the bill and after doing a lot of nego- 
tiation with the Department of the Army, the Secretary of Commerce 
requested of the Army Department tr ansfer of nine sets of equip- 
ment which we have been using for a number of years in our weather 
stations on loan from the Army, and previously they had refused to 
transfer to us permanently. 

They have now agreed to that transfer and therefore we do not have 
to purchase those nine sets of equipment. That will produce a saving 
of around $350,000 in the “Establishment of meteorological facili- 
ties” appropriation. 

I use the word “saving” because it will not require us to purchase 
these sets of equipment. 

We had been hoping this would cover the additional cost on hurri- 
cane research aircraft without requiring us to come back to Congress 
for additional funds. 

Mr. Preston. You used the figure 32 upper air sounding pieces 
of equipment. 

Mr. Guerrer. In the 1960 appropriation. 

Mr. Preston. Are these 9 part of the 32 ? 

Mr. Grerrer. Yes. We will not have to purchase 32 but 23, sir. 
That will still take care of the modernization program. 

Mr. Preston. What would you do with the money if you had not 
had the overrun on the airplane? 

Mr. Guerrer. We had requested of the Congress a full amount of 
$3 million last year, of which amount $500, 000 was for the purchase 
and installation of runway visual range computers. In reducing the 
amount of our estimates to $214 million we could not go ahead with 
both programs, upper air sounding equipment and the computers. 
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If we had not had the overrun we would have gone ahead and 
bought roughly $350,000 worth of computers. 

If it turns out the overrun is less than $350 000, we are hoping 
and quite confident it will be somewhat less than th: at, we will put 
the balance into the computers we spoke of last year in our hearings. 
We will get a jump on that program. 

Mr. Preston. Proceed, Dr. Wexler. 


BASIC AND FUNDAMENTAL RESEARCH 


Dr. Wexter. The next item of research is basic and fundamental 
research, one-half million dollars requested. This is research into 
such things as stratospheric meteorology, which is important because 
the stratosphere already is being used by commercial aircraft and will 
be used increasingly in the future. 

It is important also from the basic research point of view in that 
in the high stratopshere there might be a connecting link between 
unusual radiation from the sun and unusual weather. 

Ozone is an important ingredient of the stratosphere. It has a 
toxic effect. on people who breathe it even in low concentrations. 
Airplanes now reach up to the ozonosphere. 

Another important reason for ozone research is that it is useful 
as a tracer in studying the exchange of air between the stratosphere 
and lower air. This is important for the radioactive fallout problem. 
[It is important in finding out about absorption of ultra-violet radia- 
tion, also. 

We expect if we get the necessary funds to increase our ozone net- 
work by six stations and inaugurate a program of analyses of weather 
maps up tothe 20-mile level or 100,000 feet. 

Another important area of basic research is in cloud physics where 
we hope to investigate the possibility of certain severe storms such 
as tornadoes sending out a particular acoustic signal such as thunder 
being an earmark of a thunderstorm. We hope some sounds at other 
frequencies might be characteristic of severe storms. 

We also like to look into some of the electrical aspects of the atmos- 
phere, perhaps caused by growing esate ic pollution. 

Micrometeorology is another area of importance because here we are 
dealing with the meteorology of the lowest layer of the atmosphere 
where the sun’s radiation is absorbed by the ground and energizes the 
atmosphere into weather. In this connection also, oceanic-atmos- 
phere interactions are important. 

This completes the basic research. 

The biggest item, $1.7 million, is for the development. of aviation 
weather systems. I would like to have Mr. Lieurance go into that 
item. 

Mr. Preston. Proceed. 


AVIATION WEATHER SYSTEMS DEVELOPMENT 


Mr. Lirurance. This item is summarized on page 1110 of the jus- 
tifications. It is broken down by items. 

I have a copy here of the agreement between the Department. of 
Commerce and the FAA in connection with this program. This is 
an exchange of correspondence which I now hand you. 
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This is part of a large program which is a joint aviation research 
and development program being prosecuted jointly by the FAA, the 
Air Force, and the Weather Bureau. 

It was started in fiscal year 1959 with funds provided by the Air 
Force. The FAA came into the picture in fiscal year 1960 as the 
agency of primary concern as a user and supported the project fur- 
ther with funds. 

In fiscal year 1961 it amounts to $11.6 million. Funds provided by 
the Air Force total $3.9 million, $6 million by FAA, and $1.7 million 
by the Weather Bureau. 

The Weather Bureau’s portion of this coordinated joint research 
and development program for aviation weather is in the field of de- 
velopment work for airport and upper air observing equipment; 
$200,000 is requested for development work for sensing devices to 
complete the automation of the airport observing system. As ex- 
amples, a senser to differentiate between rain and freezing rain, a 
senser to automatically compute sea level pressure, a senser to tell 
the amount of sky cover day and night. 

The other item of $150,000 in the development field is to develop 
better sensers for the upper air sounding equipment to get more ac- 
curate and precise upper air information, temperature, pressure, and 
wind for aviation purposes. 

The $100,000 item in the procurement end of it is the procurement 
of these newly developed devices for use in the test network which 
is being established on the east coast connecting some nine stations 
from Boston to Norfolk. 

In the area of data processing which, in effect, is forecasting re- 
search, terminal forecasting primarily, there is an item of $200,000 
to provide basic data from our National Archives at Asheville and 
to get it into form for computer processing. This is historical weathe1 
data. 

DATA PROCESSING 


Then there is another item dealing with the data processing tech- 

nique studies which amounts to a half million dollars for the con- 
tractor and $100,000 for special in-house studies by the Weather 
Bureau. 

In addition ther re 1s a $450,000 item which deals with the data proe- 
essing facility which is being established by the integration contrac- 
tor which in effect is a computer center to be used to ¢ -onduct research 
on terminal forecasting. 

Mr. Presron. Are we going to rent another computer ? 

Mr. Lirvrance. This will be a rented computer, yes, sir, to be used 
specifically in the terminal forecast area. 

Mr. Presvon. Which university will own this computer ? 

Mr. Lrevrancr. The integration contractor, the successful contrac- 
tor for this effort, was United Aircraft. The plan is not to buy a 
computer but to rent time on computers which already exist. 

Mr. Preston. What is United Aircraft? You speak not of United 
Airlines ? 

Mr. Lrevrance. No, a company at Hartford. Pratt & Whitney is 
part of United Aircraft. It is the United Aircraft Systems Division 

Mr. Preston. They own such a computer ? 
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Mr. Lizurance. They have the largest computer facility in the 
world, as I understand it, for this type of work. 

Mr. Preston. How firm is this item we are talking about, $1.7 
million? This grows out of a joint agreement between you and the 
FAA. Is that correct? 

Mr. Lirurance. Yes, sir. 


FAA BUDGETED PORTION 


Mr. Presron. Has the FAA budgeted for a portion of this item ? 

Mr. Lieurance. They have budgeted for $6 million. They have a 
$6 million item in their fiscal 1961 plan. 

Mr. Presron. For this purpose alone? 

Mr. Lirurance. Yes; the project is divided up into four large sub- 
system areas. One is communications. ‘The other ones are observa- 
tions, data processing, and display. The FAA has a very fundamental 
interest in the output of this weather system to provide a high-speed 
quick-response system which will feed into their air traflic control 
centers, 

AIR FORCE SHARE OF PROGRAM 


The U.S. Air Force also has programed in fiscal year 1961 the sum of 

$3.9 million as their share of this program, which makes a total pro- 
gram of $11.6 million for 1961. 

This is a 6-year program of which the first 5 years are for the 
“common user” program for development of the weather system for 
those common aspects of aviation weather. The sixth year will be 
devoted exclusively to military problems. 


HISTORY OF SYSTEM 


Mr. Presron. Who originated this? It this one of the byproducts 
of the passage of the FAA Act in 1958? 

Mr. Lieurancr. The program was originally designed and initiated 
by the Air Force in 1958; 483-L is the milit: ary designation for it. 

When FAA was org: nized, when the ANB came into being actually, 
it was quite obvious that the Air Force’s program was some ‘90 percent 
“common user” and some 10 percent specifically military; so by agree- 
ment—off the record. 

(Discussion held off the record. ) 

Mr. Lreurance. When FAA came into ne on August 23, 1958, 
negotiations started between the FAA and the Defense Department 
and the Department of Commerce to arrive at an understanding for 
the conduct of this “common user” effort. It was agreed at that time 
that the 433-L system, as conceived by the Air Force, provided the 
framework and all of the components of this system in which we were 
interested. 


TOTAL PROGRAM COST 


Mr. Preston. This is a big project. What does it envision in terms 
of dollars over a 6-year period ? 

Mr. Lieurance. Through fiscal year 1964 the joint plan calls for 
a program of $24.89 million for the integration contractor, $24.99 mil- 
lion for related coordinated research and development projects car- 
ried on by either the FAA, the Weather Bureau, or the Defense De- 
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partment, which makes a total through fiscal year 1964 of $49.88 
million for this total effort. 

Mr. Preston. That is what we are talking about. Instead of $1.7 
million we are talking about an overall appropriation on the part of 
the Government of about $49 million or $50 million. 

Mr. Lirurance. For the overall Government in this area; yes, sir, 

Mr. Preston. This is purely research and development. There is 
no end product in this effort insofar as coming out with a joint weather 
system is concerned ? 

Mr. Lrevrance. Yes. The end product is to come up with a high 
speed selective weather system, an aviation weather system, which 
will provide continuous weather information to the air traffic control 
system of the FAA as well as to the users. 

It also has a direct impact on the improvement of short-range fore- 
casting. 

One of our biggest problems today insofar as aviation is concerned 
is being able to predic t precisely what the ceiling, visibility, and winds 
will be at the terminal—which is the most critical point—for a matter 
of 15 or 20 minutes ahead. It is not a question of forecasting 6 or 7 
hours in advance but for short periods of time, so that the jet, when 
he leaves cruising altitude, can have assurance he can get in when he 
gets to the airport. 

Mr. Preston. So this is really a project to benefit the Air Force 
and the FAA. 

Mr. Lirurance. It is a project to benefit all users of the weather 
service, but primarily it is directed toward serving the air traffic 
control system. 

FUTURE PLANS 


I might give you some idea as to the plan Weather Bureauwise 
through fiscal year 1964. The Weather Bureau’s portion of this 
program will be roughly $10.13 million. The Air Force will spend 
$17.6 million. The FAA portion is $22.15 million. That goes through 
fiscal year 1964. 

Mr. Preston. All of this expenditure, of course, is a windfall for 
the airlines. The cost on the part of the Government continues to 
go up to support the airlines in terms of airfields, weather, and other 
things at very little cost to them. I don’t know whether the airlines 
bear any weather cost except what they have in their own systems. 

Mr. Lieurance. I am sure there are airlines who employ their own 
meteorologist as part of their own organization. About five big air- 
lines have a rather sizable weather department. The rest of ‘hele 
rely almost exclusively on the Government weather service. 

There is a big benefit to be derived toward general aviation, too. 
The general aviation area certainly is not being forgotten. One of 
our primary interests in this area is to assure the quick and rapid 
dissemination of timely weather information not only to the air traffic 
control system, but also to the many thousands of airports which are 
private pilot focal points in this country. 

Dr. Retcnetperrer. Total hours in the air in the United States of 
general aviation, that is nonscheduled aircraft, I think represents 
something over 50 percent. This system is for the safety and effi- 
ciency and avoidance of delays, for American aviation in general. 
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INCREASES RELATED TO AVIATION WEATHER 


Mr. Presron. Doctor, more than 50 percent of your 1961 budget 
request is directly related to aviation weather, is it not ? 

Dr. Rercuevperrer. That depends on several factors. 

Mr. Preston. How would it run ? 

Dr. Retcnevperrer. We have that figure, Mr. Chairman. 

Mr. Lirevrance. On page 1056 of the budget estimates, Mr. Chair- 
man, we show what portion of our increases are for avi: ition. I refer 
to the item “Annualization of the 1960 part-year program” of $1,315,- 
200 which is for the annualization of the program we started this 
year. 

The other item is at the bottom of the page, “Modernization of the 
aviation weather service,” under salaries and expenses, $1,913,000; for 
research and development, $1,700,000; and establishment of meteor- 
ological facilities $6,258,000. That makes a total increase for aviation 
of $11,186,300 in all three appropriations—salaries and expenses, re- 
search and development, and establishment of meteorological facili- 
ties. 

Mr. Preston. Eleven out of fourteen in the way of increases, 

Mr. Lizrurance. That is right. 

Dr. Rercuenperrer. The estimate I gave you of more than 50 per- 
cent in response to your question for aviation included many indirect 
costs. 

For example, as we discussed with the committee before, there is no 
accurate way of telling how much of the radiosonde network should 
be charged to aviation. There are general public benefits, too. 

The percentage of direct cost. of aviation is much closer to 25 percent 
of our total appropriation than the more than 50 percent which I 
mentioned a moment ago. 

Mr. Presron. I have the figure 50 percent in mind, perhaps from 
the investigator’s report or the; justifications. 

If you were to establish a percentage how much would you say, out 
of this Coordinated Aviation Weather System Development project, 
would benefit general weather services as against aviation for FAA 
and the Air Force? Would it be 10 percent ¢ 

Mr. Lizrurance. Mr. Chairman, I nag suy that the general 
weather service benefit here would be far reaching. I would say it 
would be almost a 50-50 proposition, 50 pere oak of this benefit directly 
to the general meteorological improvements of this country and 50 
percent direct benefits to the air traflic control system and to avia- 
tion interests. 

Dr. Retcuevperrer. These same forecasts would go into the news- 
papers and through other channels to the general public insofar as 
they were of interest to the general public. 

We made an estimate on that with the idea of constructing a so- 
called pie chart last week. 

If you take into account the number of people who listen seriously 
to weather forecasts, or obtain them in one way or another each day, 
then the general public segment of that pie chart goes way up, 90 
percent or so, and aviation goes way down. This is really the way 
one should look at the usefulness of weather information. 





568 


SEPARATION OF BUDGET 


Mr. Preston. This is a pretty clever way of getting a project born, 
Have three agencies of government get together, deciding to do it, 
and then present it to Congress. Then the budget is split up so they 

are in separate subcommittees and one subcommittee must feel obliged 
to go along because if two approve it and the other does not the proj- 
ect gets off to a crippling start or not at all. 

I do not like the idea of a split budget being brought to Congress 
on a program of this sort. It should be in one package so that it can 
be evaluated and one decision made on the whole thing rather having 
it done, roughly, one-third here, and two-thirds elsewhere. 

Why did not FAA budget entirely for this thing to begin with? 

Dr. Rercnetperrer. The original budgeting was by the Air Force. 
They expected originally to go through with the whole thing under 
their own appropriation. 

Then as the integration and unification of aviation in this country 
came on in the last 2 or 3 vears, the FAA, as Mr. Lieurance has stated, 
said “This is a common system. This is our business.” Therefore 
they got in on it. 

Since the Weather Bureau is responsible for the service for avia- 
tion, and since it has been the practice for the Weather Bureau to 
budget for it, the FAA said the Weather Bureau should budget for the 
meteorological aspects of this system. 

We get into this idea that there is collusion, which I believe is not 
the case, Mr. Chairman 

Mr. Preston. IT would not use that word. You introduced the 
word “collusion,” IT did not. 

Dr. Retcnevperrer. Only because weather is advancing now and 
has become so important to these several fields that you cannot sepa- 
rate it completely into aviation weather or general weather or agri- 
cultural weather or maritime weather or shipping weather. The 
most efficient way is to have a meteorological system that feeds, in 
common, all of these interests, and it is only because the uses of weather 
information have become so vital to many activities and because we 
can now do so much more for them, that we now appear to be coming 
in for split projects. If we are talking about a general aviation 
traffic control system the Weather Bureau gets the meteorological 
part, and if we are going to have an integrated weather system, the 
meteorological part has to be taken out of that component and 
financed by the Weather Bureau. It is just the nature of the thing. 


DUPLICATION OF WEATHER SYSTEMS 


Mr. Preston. Will FAA also be employing meteorologists in this 
project ? 

Mr. Lievrancr. No, sir. The FAA has established within their 
Bureau of Research and Development two small weather branches. 
One is in the Development Division and one is in the Operations and 
Analysis Division, The primary purpose of this small weather staff 
is first to determine FAA’s requirements for weather service that 
exist now and that will exist over the next several years. 

The second function of this unit is to carry on and foster and sup- 
port developmental work of direct benefits to their traffic control 
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system. The responsibility for providing the weather service to the 
FAA and for the operations of the weather system is the Weather 
Bureau’s under the FAA Act. 

Whatever comes out of this R. & D. program, if it is acceptable 
and beneficial, it will be incumbent upon the Weather Bureau to pro- 
cure it, install it, and operate it, with the exception of the communi- 

cations, which is the FAA’s job. 

Mr. Preston. You are not going to replace the Air Weather Service 
of the Air Force with this sy stem, are you? 

Mr. Lizurance. No. It will not replace the Air Weather Service 
of the Air Force. However, it is my conviction that this system and 
the Weather Bureau will preclude a great many of the present Air 
Force weather operations in the Zone of Interior. 

Mr. Preston. Already one of our problems is that we are operating 
two systems. You people are a one and the Air Force is 
operating one. Of course, the Navy has a good deal of weather, but 
there are two distinct sy stems in existence now. 

Dr. RercueLperrer. I am sorry, sir, but I do not think so. 

Mr. Preston. You do not think so? 

Dr. Retcnevperrer. This is not the case although it seems to be 
the general impression. I was called before a Senate committee last 
week where this came up. But it is not the case. For years the ob- 
servations taken by the Weather Bureau, CAA, Navy, the Air Force, 
and merchant vessels have all been fed into the common system, the 
Weather Bureau system. Once we get the reports we combine them 
into bulletins and draw weather maps and send the maps out by 
facsimile for example. Then the question of interpretation for par- 
ticular things comes up, a different phase, the user phase. 

We believe, and I think it is a sound conclusion, that the military 
services have such specialized needs that they get better weather 
service if they have a military weatherman w ith their squadrons, 
who knows the problems, and lives with them and knows the pilots 
and can talk with them as a physician does to his patients. This is 
a specialized service. In a sense it is the same kind of service that 
the airlines have, those airlines that have their own meteorologists. 
They cater solely to the specialized needs of the activity of which ‘they 
are a part. 

The impression has gotten abroad that there is a great deal of 
wasteful duplication because it is true that, in a place like Wash- 
ington, you can call for example, the Naval Air Station at Anacostia 
and get a forecast. If they know who you are and you are a civilian, 
they will say, “Why don’t you call the Weather Bureau?” but their 
lines are not as busy as ours and many times officials and civilians 
call them and get a forecast. 

The job of giving that forecast is the Weather Bureau’s but the 
impression gets abroad that there is duplication on this count. 

Mr. Preston. You would not deny there is some duplication be- 
tween the military weather service and civilian, would you? 

Dr. Retcnevperrer. You are quite right. I will not deny there is 
some duplication, but there is not one-tenth as much duplication as 
would be visualized by the impression that has gotten abroad. 

Mr. Preston. The Air Force certainly has an independent unit 
‘alled the air weather service; does it not? 











Dr. ReicHELDERFER. Yes, sir. 

Mr. Preston. It has a network of teletype machines that dissemi- 
nates information throughout its bases; does it not ? 

Dr. RetcHevperrFerR. But it uses our network for all of its common 
or basic information. 

Mr. Preston. They have many people engaged in weather observa- 
tion, do they not? 

Dr. RercHevperFer. But it uses our network for all of its common 
or general synoptic weather reports. 


Mr. Preston. They have many people engaged in weather observa- 
tion, do they not ? 


Dr. Rercne_perFer. Yes, and where they have observers, we do 
not station observers. 

Mr. Presron. They have many meteorologists ? 

Dr. RercHevperrer. Yes, to cater to their — needs. 


Mr. Preston. You say there are not two systems. I do not quite 


agree with you because they are complete. The Air Weather Service 
is a complete service, is it not ? 


Dr. Retcue perrer. They could not operate without us, no. In 
that sense there are not two systems. They could not operate solely 
on their Air Force weather reports. They use facsimile charts that 
are sent from the National Meteorological Center at Suitland. These 
go out to the Air Force stations, to the Navy stations, to the private 
stations. Thisisall one common system. 

We have, for example, a letter from—or letters from the head of 
the Federal Aviation Agency, from the head of the Air Weather 
Service of the Air Force and from the head of the Naval Meteorolog- 
ical Service which indicate those segments of the common system for 
which they are dependent upon the Weather Bureau. 

(The letters referred to follow :) 


FEDERAL AVIATION AGENCY, 
Washington, D.C., August 11, 1959. 
Hon. FrepertcK H. MUELLER, 
Secretary of Commerce, Washington, D.C. 


DEAR Mr. Secretary: You will recall that in our March 23, 1959, submission 
of recommendations for meteorological services in accordance with section 310 
of the Federal Aviation Act of 1958, we indicated that a more complete set of 
requirements would be submitted to you at a later date. 

The requirements set forth in attachments I through III are complete insofar 
as we can foresee our rapidly expanding meteorological needs. We will supple- 
ment this list from time to time and provide more information regarding the 
tolerances of the various weather parameters which will be acceptable to the 
Air Traffic Control System as the requirements are determined in greater detail. 

Sincerely yours, 
JAMES T. PYLE, Deputy 
(For FE. R. Quesada, Administrator). 


ATTACHMENT I 
I. OBSERVATIONS 


In addition to the 215 ILS now financed, 71 are planned through fiscal year 
1964. Of those financed 178 are installed, 22 more scheduled for completion by 
June 30, 1960. and 20 by the end of August 1961 (see attachment II). It is 
essential that airports with these systems be equipped with the most advanced 
observing systems for determining cloud height and cloud cover, visibility, wind, 


temperature, pressure, precipitation of all types and any weather hazards to 
takeoff and landing. 
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As a result of improvements in air traffic control and more centralized air- 
ground radio communications, the FAA is withdrawing more and more from the 
cooperative observational program, making it increasingly incumbent upon the 
Weather Bureau to establish stations at locations where FAA weather support 
personnel are being withdrawn. This should be critically rev iewed with the 
Federal Aviation Agency Bureau of Air Traflic Management and a plan of action 
developed to assure the continuation of these important aviation observations. 

In addition, at those locations where the FAA will continue to take observa- 
tions, a complete remote reading observing system is required. This is necessary 
to preclude FAA personnel from leaving their important operating positions 1D 
order to take observations. 

kunway visual range is now an approved operational parameter for takeoff 
and landing and should be implemented as rapidly as possible on all runways 
with ILS and appropriate lighting systems (see attachment III). Further, the 
problem of runway visibility for takeoff and landing should not be confined or 
restricted to the instrument runway. Such measurements should be available 
on all active airport runways. 

The observation of winds, temperatures, and humidities aloft which are truly 
representative of the instantaneous atmospheric conditions up to 45,000 feet is 
an immediate requirement for jet operations. This altitude will increase to 
75,000 feet or higher in the next few years. The requirement for upper-air data 
is equally as important along international routes over the Atlantic and Pacific 
oceans, as well as the approaches to the continental United States. 

In order that air traffic can be managed with the highest degree of safety 
and efficiency, aircraft should be under constant surveillance for weather condi- 
tions Which may endanger or otherwise have significant effect upon their opera- 
tions. Examples of these meteorological conditions are turbulence, strong winds, 
frontal activity, icing conditions, cloud bases, height and extent of coverage. 


II. FORECASTS 


In the interest of maximum safety and efficiency in the management and use 
of the navigable airspace, it is of the utmost urgenc y that the weather forecasting 
service be brought up to a level which will meet the existing requirements of the 
air traffic control system and its users. In the traffic control system, ETA’s 
over-specific fixes must be accurate within 2 minutes. In order that this require- 
ment can be met, particular emphasis must be placed on more accurate fore- 

casting of upper winds and density with precise forecasts of areas of unusually 
cue winds and turbulence. 

In addition to the 12- and 24-hour terminal forecasts now being provided to 
assist in flight planning and dispatching, it is necessary for landing purposes that 
short-range forecasts of the terminal conditions for intervals of 0 to 15 minutes 
be furnished. For letdown and traffic flow control, forecasts covering an area 
of about 90 miles in radius with the terminal as the center are needed for periods 
of up to 4 hours in advance. Particular emphasis in this area should be placed 
on wind, clouds and turbulence at all levels from about 40,000 feet to the surface. 


Ill, AVAILABILITY OF WEATHER INFORMATION 


Accurate observations and forecasts of weather conditions will do little to 
benefit the managers and users of the navigable airspace unless such information 
is immediately available to both. While the Weather Bureau has made some 
progress in this area, the importance of completing the plans for the distribution 
of observations and forecasts including warnings of hazardous weather over the 
&7 low/medium frequency range stations cannot be overemphasized. As indicated 
earlier, the Federal Aviation Agency will provide the necessary transcribing 
equipment to enable the completion of this program by the end of calendar year 
1960. 

In addition to the continuous aviation weather broadcast services on L/MF 
radio facilities, it is necessary that the same type of information be available to 
pilots by telephone or other means for preflight briefing purposes. We note that 
the automatic telephone briefing service in the Washington, D.C., area has been 
highly successful in serving the large number of active pilots in this area. A 
Similar service is needed at other locations which have high rates of flying 
activity. 

The FAA is pleased with the closed circuit TV briefing facilities which are 
being established for preflight briefing of international flights. Future plans 
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should incorporate similar facilities for rendering broader and more effective pre. 
flight briefing services for all domestic flight operations. 

in addition to the above dissemination media, modern self-help briefing dis- 
plays are needed at Weather Bureau and FAA stations in order to provide a 
systematic array of weather information for effective use by pilots having a 
need for more detailed information than that offered by mass dissemination 
systems. 

Warnings of unexpected severe weather to aircraft in flight and to the opera- 
tors of the control system are vital to flight safety and to the efficient manage- 
ment of the airspace. This is particularly true in the case of turbulence. Flight 
advisory weather services should be expended in scope so that a continuous 
watch on the weather can be maintained and warnings issued immediately 
when unexpected hazardous weather occurs. 


IV. AVIATION CLIMATOLOGY 


The optimum requirements for takeoff, in-flight operations and landing are 
changing rapidly. Existing air terminals are being modernized and many new 
facilities constructed to accommodate expanding air transportation. This in- 
cludes the establishment of new air routes. Terminal and upper-air climatology 
are essential prerequisites for the planning and implementation of these facili- 
ties. Expanded effort is needed in the production of aviation climatological 
summaries which include all the past weather history. These summaries should 
include ceiling and visibility in detail correlated with the temperature and 
humidity at all jet terminals, statistics of wind direction and speed at airports 
for runway planning and assignment and upper wind aid and retard factors, 


V. RESEARCH 


A. Data processing for air traffic control system 

A greater study effort is required as to the effect of atmospheric conditions 
on the ATC system. As our simulation effort becomes more advanced and the 
program of positive control and separation are further developed, it will be 
necessary to simulate, realistically, error factors introduced in the ATC system 
by weather conditions. 

Flow control simulation will require study of the application of terminal and 
en route forecasts as a factor in limiting the flow of traffic to that which can 
be maintained under specified conditions. Establishment of the relationship be- 
tween specific weather conditions at a terminal and the rate of aircraft move- 
ment will require extensive study. 

In both of these areas the first steps of a study program are being under- 
taken by the FAA. These programs will have to be accelerated during the next 
few years with the Weather Bureau taking a more active part. 


B. Terminal forecasting 


In order to exploit the benefits of high-speed data collection and dissemina- 
tion, and to provide forecast information promptly to the air traffic control 
system, the terminal and winds aloft forecasts for very short periods must be 
developed to a high degree of accuracy with a means of continuously updating 
these forecasts for computer handling. 


C. En route forecasting 

3ecause of its importance in determining permissible aircraft loads, optimum 
routes, airspace utilization and other factors involved in flight planning, im- 
proved forecasting of wind components aloft is a vital requirement. 


D. Observation 


Inflight weather reports are not only important to the successful operation of 
the ATC system, but provide the only factual information on conditions aloft 
for preflight briefing. A system is needed to make this vital information avail- 
able to Weather Bureau and FAA offices. 

Continued effort in refining the observations of airport visibility both hori- 
zontally along the runways and from the cockpit during the approach is neces- 
sary. Runway visual range has been developed to a high degree of usability. 
Approach light contact height or other parameters for reporting slant visibility 
should be developed to the same degree of acceptance and application. 
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E. Special phenomenon 


Turbulence is still one of the major hazards to flight. It is particularly 
hazardous when unexpectedly encountered. Turbulence presents a hazard in 
all stages of flight. Research effort in the observing and forecasting of tur- 
bulence should be accelerated so that specific areas of turbulence can be identi- 
fied and reported without reliance on pilot reports. 


ATTACHMENT II 


1. Locations with instrument landing systems programed and assigned bat 
not commissioned. 


Fiscal year 1958 instrument landing systems program (24) 


Initial (14) 


Abiline, Tex. Spartanburg, S.C. 
Cold Bay, Alaska Springfield, Mo. 
Honolulu, Hawaii St. Petersburg, Fla. 
Mansfield, Ohio Waco, Tex. 
Muskegon, Mich. Waterloo, Iowa 
Peoria, Ll. Wichita Falls, Tex. 
Reno, Ney. Unassigned * 
San Diego, Calif. 

Dual (9) 
Atlanta, Ga. New York, N.Y. (La Guardia) 
Boston, Mass. Pittsburgh, Pa. (Greater) 
Cleveland, Ohio Seattle-Tacoma, Wash. 
Columbus, Ohio Washington, D.C. 


Minneapolis, Minn. 
Fiscal year 1959 instrument landing system program (19) 


Initial (14) 


Akron, Ohio Huntsville, Ala. 
Jattle Creek, Mich. Lafayette, La. 
Cedar Rapids, Iowa Pueblo, Colo. 
Chantilly, Va. (Washington, D.C., In- Rochester, Minn. 
ternational) Rockford, Tl. 
Corpus Christi, Tex. San Angelo, Tex. 
Daytona Beach, Fla. Unassigned * 


Green Bay, Wis. 
Dual (5) 


Chantilly, Va. (Washington, D.C., In- Portland, Oreg. 
ternational) Miami, Fla. 
Chicago, Ill. (O’Hare) Oakland, Calif. 
2. Locations with instrument landing systems programed but not assigned. 


Fiscal year 1960 instrument landing systems program (14) 


Initial (13) 


Hot Springs, Ark. San Jose, Calif. 
Hutchinson, Kans. Seattle, Wash. 
Hyannis, Mass. Stockton, Calif. 
Kansas City, Mo. (Continental) Terre Haute, Ind. 

Los Angeles, Calif. (Area) ° West Palm Beach, Fla. 
Nantucket, Mass. Williamsport, Pa. 


Oshkosh, Wis. 
Dual (1) 
Louisville, Ky. 





_1 Unassigned instrument landing systems—location depending upon selection of suitable 
airport near Miami, Fla., for airline pilot proficiency training. 

_? Unassigned instrument landing systems—being held for possible assignment to Elmira, 
N.Y. upon agreement by city to lengthen runway to 5,000 feet corrected. 

* Location pending selection of suitable site for airline pilot proficiency training. 
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3. Locations scheduled for installation of instrument landing systems (ILS or 
ILS/DME) in fiscal years 1961-64 long-range program. 
Proposed fiscal year 1961 instrument landing systems program (30) 


Initial (22) 


Asheville, N.C. Klamath Falls, Ore. 

Atlanta, Ga. (Fulton Co.) Lake Charles, La. (New Airport) 
Bradford, Pa. Longview, Tex. 
Champaign, Ill. Louisville, Ky. (Bowman) 
Cincinnati, Ohio (Lunken) Lynchburg, Va. 

Fayetteville, N.C. Missoula, Mont. : 
Gulfport, Miss. Oxnard-Ventura, Calif. : 
Hilo, Hawaii Parkersburg, W. Va. 

Idaho Falls, Idaho Roswell, N. Mex. 

Jackson, Mich. Sarasota, Fla. 

Kalamazoo, Mich. Westfield, Mass. 


Dual (8) 


Birmingham, Ala. Milwaukee, Wis. 
Detroit, Mich. (Willow Run) Nashville, Tenn. 
Indianapolis, Ind. Sacramento, Calif. 
Los Angeles, Calif. Spokane, Wash. 


Proposed fiscal year 1962 instrument landing systems program (0) 


None. 

Proposed fiscal year 1963 ILS/DME program (21) 
Beloit, Wis. Ogden, Utah 
Charleston, S.C. (New Airport) Pasco, Wash. 
Cleveland, Ohio (Lakefront) Pierre, S. Dak. 
Concord, Calif. Rapid City, S. Dak. 
Dothan, Ala. Redding, Calif. 
Hayward, Calif. Saginaw, Mich. 
Kansas City, Kans. (Fairfax) Salina, Kans. 
Laneaster, Pa. Sinta Ana, Calif. 
McGrath, Alaska Shreveport, La. (Downtown) 
New Orleans, La. Walla Walla, Wash. 


Nome, Alaska 


Proposed fiscal year 1964 ILS/DME program (20) 




















> "7" & ate 


Bluefield, W. Va. Lawton, Okla. 

Butte, Mont. Martha’s Vineyard, Mass. 
Columbia, Mo. Mason City, lowa 
Danville, Ill. Muscle Shoals, Ala. 

Enid, Okla. Pine Bluff, Ark. 
Fayetteville, Ark. Ponea City, Okla. 

Fort Lauderdale, Fla. Santa Rosa, Calif. 

Glens Falls, N.Y. Schenectady, N.Y. 

Grand Forks, N. Dak. Stevens Point, Wis. 


Helena, Mont. Tamiami, Fla. 





ATTACHMENT III 


1. Locations with approach light systems programed and assigned but not 
commissioned. 
Fiscal 1956 ALSA program (1) 








Initial (1) 






Minneapolis, Minn. 
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Fiscal year 1957 ALSA program (3) 


Initial (3) 


Atlanta, Ga. 
Birmingham, Ala. 


Charleston, W. Va. 


Fiscal year 1958 ALSA program (19) 
Initial (19) 


Albuquerque, N. Mex. 
Areata, Calif. 
Burlington, Vt. 

Cold Bay. Alaska 
Duluth, Minn. 

Great Falls, Mont. 
King Salmon, Alaska 
Lexington, Ky. 

Little Rock, Ark. 
Long Beach, Calif. 


New Bedford, Mass. 
Oakland, Calif. 
Omaha, Nebr. 
Portland, Oreg. 
Rochester, N.Y. 
Toledo, Ohio 
Wilkes-Barre, Pa. 
Wilmington, Del. 
Winston-Salem. N.C. 


Fiscal year 1959 ALSA program (68) 


Initial (62) 


Abilene, Tex. 
Akron-Canton, Ohio 
Allentown, Pa. 
Amarillo, Tex. 
Atlantic City, N.J. 
Bakersfield, Calif. 
Baton Rouge, La. 
Battle Creek, Mich. 
Bedford, Mass. 
Bismarck, N. Dak. 
Boise, Idaho 
Casper, Wyo. 
Cheyenne, Wyo. 
Colorado Springs, Colo. 
Covington. Ky. (Greater Cincinnati) 
Des Moines, Iowa 
El Paso, Tex. 
Eugene, Oreg. 
Evansville, Ind. 
Fairbanks, Alaska 
Fort Smith, Ark. 
Fresno, Calif. 
Green Bay, Wis. 
Greenville, S.C. 
Harrisburg, Pa. 
Honolulu, Hawaii 
Huntington, W. Va. 
Knoxville, Tenn. 
Lafayette, La. 
Macon, Ga. 
Madison, Wis. 


Midland, Tex. 
Mobile, Ala. 
Monterey, Calif. 
Muskegon, Mich. 
Nashville, Tenn. 
Niagara Falls, N.Y. 
Oklahoma City, Okla. 
Peoria, Ill. 
Pittsburgh, Pa. (Allegheny) 
Pittsburgh, Pa. (Greater) 
Reno, Nev. 
Rochester, Minn. 
Rockford, Ill. 

Salt Lake City, Utah 
San Antonio, Tex. 
Savannah, Ga. 
Sioux City, Iowa 
South Bend, Ind. 
Spartanburg, S.C. 
Springfield, Il. 
Springfield, Mo. 

St. Petersburg, Fla. 
Tyler, Tex. 

Utica, N.Y. 

Waco, Tex. 
Wheeling, W. Va. 
White Plains, N.Y. 
Wichita Falls, Tex. 
Wilmington, N.C. 
Yakima, Wash. 
Youngstown, Ohio 


Dual (6) 


Atlanta, Ga. 
Boston, Mass. 
Cleveland, Ohio 


a ox 
90435 


60—37 


Columbus, Ohio 
Seattle-Tacoma, Wash. 
Washington, D.C. 
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2. Locations with approach lighting systems programed but not assigned. 





Fiscal Year 1960 ALSA program (8) 


Initial (7) 


Chantilly, Va. (Washington, D.C. Hutchinson, Kans. : 
International) Milwaukee, Wis. i 
Corpus Christi, Tex. New Orleans, La. 
Dallas, Tex. Pueblo, Colo. 
| 
Dual (1) 


Chantilly, Va. (Washington, D.C. Inter- 
national.) 


. Locations scheduled for installation of approach light systems in fiscal year | 
1961—64 long-range program. 





Proposed fiscal year 1961 ALSA program (30) 
Initial (28) 

Abilene, Tex. Monroe, La. 

Akron, Ohio (municipal) Nantucket, Mass. 

Bristol, Tenn. New York, N.Y. (LaGuardia) 

Cedar Rapids, Iowa Orlando, Fla. 

Columbus, Ga. Oshkosh, Wis. 

Daytona Beach, Fla. Pendleton, Oreg. 

Erie, Pa. Reading, Pa. 

Grand Rapids, Mich. San Angelo, Tex. 

Hot Springs, Ark. San Diego, Calif. 

Huntsville, Ala. San Jose, Calif. 

Hyannis, Mass. Tallahassee, Fla. 

Jackson, Miss. Terre Haute, Ind. 

Jacksonville, Fla. West Palm Beach, Fla. 

Kansas City, Mo. (Continental) Williamsport, Pa. 
b Dual (2) 
r f 
: Miami, Fla. Oakland, Calif. 
. 
y Proposed fiscal year 1962 ALSA program (64) | 
; Initial (49) 
Annette Island, Alaska Lake Charles, La. (Municipal) 

Asheville, N.C. Longview, Tex. 

Atlanta, Ga. (Fulton County) Los Angeles, Calif. (area) 

Bradford, Pa. Louisville, Ky. (Bowman) 

Brownsville, Tex. Lynchburg, Va. 

Charleston, 8.C. Meridian, Miss. 

Champaign, Il. Miami, Fla. (area) 

Cincinnati, Ohio (Lunken) Missoula, Mont. 

Elmira, N.Y. Oxnard, Calif., (Ventura) 

Fargo, N. Dak. Parkersburg, W. Va. 

Fayetteville, N.C. Peconic, N.Y. 

Fort Worth, Tex. (Meacham) Pocatello, Idaho 

Grand Junction, Colo. Quincy, Ill. 

Gulfport, Miss. Rock Springs, Wyo. 

Gustavus, Alaska Roswell, N. Mex. 

Hilo, Hawaii Salem, Oreg. 

Huron, S. Dak. Sarasota, Fla. 

Idaho Falls, Idaho Sault Ste. Marie, Mich. 

Islip, N.Y. Seattle, Wash. (Renton) 

Jackson, Mich. St. Joseph, Mo. 

Joplin, Mo. Stockton, Calif. 

Kalamazoo, Mich. Topeka, Kans. 

Kansas ¢ oe Mo. (Municipal) Westfield, Mass. 

Klamath Falls, Oreg. Worcester, Mass. 


Lake Charles, La. (AFB) 








Dual (15) 


Birmingham, Ala. Milwaukee, Wis. 

Boston, Mass. (conversion ) Minneapolis, Minn. 
Chicago, Ill. (Midway) Nashville, Tenn. 
Chicago, Ill. (O'Hare) Pittsburgh, Pa. (Greater) 
Detroit, Mich. (Willow Run) Portland, Oreg. 
Indianapolis, Ind. Sacramento, Calif. 

Los Angeles, Calif. Spokane, Wash. 


Louisville, Ky. 


Proposed fiscal year 1963 ALSA program (0) 


None 

Proposed fiscal year 1964 ALSA program (21) 

Initial (21) 

Beloit, Wis. Pasco, Wash. 
Charleston, S.C. (new airport) Ogden, Utah 
Cleveland, Ohio (Lakefront) Pierre, S.D. 
Concord, Calif. Rapid City, S.D. 
Dothan, Ala. Redding, Calif. 
Hayward, Calif. Saginaw, Mich. 
Kansas City, Kans. (Fairfax) Salina, Kans. 
Lancaster, Pa. Santa Ana, Calif. 
McGrath, Alaska Shreveport, La. (downtown) 
New Orleans, La. (Municipal) Walla Walla, Wash. 


Nome, Alaska 


THE SECRETARY OF COMMERCE, 
Washington, D.C., September 11, 1959. 
Hon. E. R. QUESADA, 
The Administrator, Federal Aviation Agency, 
Washington, D.C. 

Dear Mr. QUESADA: We have carefully considered your memorandum proposal 
of June 25, 1959, with a view toward developing a satisfactory statement of the 
general understanding according to which our working arrangements have de- 
veloped and should continue to develop. It is agreed that we should set forth 
in writing the general terms of understanding pursuant to which we are conduct- 
ing our joint system 4383L program of research and development designed to 
assure necessary weather support to meet the current and future requirements 
of the air navigation and traffic control system. We believe that an exchange of 
letters would be the best way for us to express our understanding. 

We recognize the great urgency for modernizing the aviation weather facilities 
as well as the practical fact that adequate funds have not been made directly 
available in support of the aviation weather research and development program 
as such. We would therefore accept the proposal that those agencies which 
now have the funds for this research and development as part of their systems 
effort proceed, with the Weather Bureau, to develop the best possible aviation 
weather service. This is to be done with the understanding that as such a sys- 
tem evolves, its operation, insofar as practicable, will be incorporated by the 
Weather Bureau as part of the national meteorological service. 

Although the Weather Bureau as the national meteorological service has the 
basic responsibility in aviation meteorology, the Federal Aviation Agency, by 
virtue of its responsibility for modernizing the common system of air navigation 
and traffic control and the relationship of the joint 433L system to this effort, 
should administer this system R. & D. program. 

In line with this concept we understand that the Federal Aviation Agency 
shall, for the purposes of this program, provide all necessary support for the 
aspects of system 433L that relate to air navigation and traffic control including 
the test facility and that the U.S. Air Force will be designated as the field 
manager of the test and evaluation facility being established in support cf this 
program. The Weather Bureau will be responsible for supporting such other 
research and development efforts as are necessary to meet requirements associ- 
ated with the joint program. 

We agree that a guidance group consisting of members from the Department 
of Commerce, the Department of Defense, and the Federal Aviation Agency 






















should be established to assure necessary coordination of our joint research 
and development efforts. 
I would suggest that the research and development program presently under- 
yay operate under the foregoing general framework of understanding. If this 
is acceptable to you, please let me know. 
I am forwarding a copy of this letter to the Secretary of Defense. 
Sincerely yours, 


F. H. Mvuetier, Secretary of Commerce. 


FEDERAL AVIATION AGENCY, 
Washington, D.C., October 12, 1959 
Hon, FREDERICK H. MUELLER, 
Secretary of Commerce, Wasiingten, D.C. 

Dear Mr. Secrerary: In reference to your letter of September 11, 1959, con- 
cerning the joint development program to modernize the national aviation 
weather system, I am in accord with your statement of general understanding 
and suggest that we proceed under that frame of reference. 

I am designating Lt. Col. A. B. Buck as the Federal Aviation Agency member 
and chairman of the Research and Development Guidance Committee which 
will provide formal, substantive guidance to the Federal Aviation Agency for 
the National Aviation Weather System aspects of the joint research and de 
velopment program, including fiscal planning. If you will have your designated 
representative to this committee contact Lieutenant Colonel Buck, room 5€221, 
T—5 Building, telephone extension 2151, the detailed fiscal and development 
planning for this fiscal year and for fiscal year 1961 can be made formal in the 
very near future. 

A Memorandum of Understanding, which I find satisfactory, has been jointly 
prepared by my staff and members of the Department of Defense. A copy will 
be forwarded to you under separate cover. 

Sincerely, 
E. R. QuESADA, Administrator. 


HEADQUARTERS, AIR WEATHER SERVICE (MATS), 
U.S. Arr Force, 
Scott Air Force Base, Ill., December 30, 1959. 
Dr. F. W. REICHELDERFER, 
Chief, U.S. Weather Bureau, 
Washington, D.C. 


DeaR Dr. REICHELDERFER: Because of the dependence of Air Weather Service 
upon certain of the facilities operated by the Weather Bureau, it is appropriate 
that I advise you from time to time of the improvements needed by Air Weather 
Service to support the Air Force and the Army effectively and economically. 
You will recall our writing you a similar letter last year and I am pleased that 
the Weather Bureau has found it possible to meet some of the requirements 
expressed in that letter. My purpose in this letter is to state our most pressing 
requirements which are not now being met but which fall within the statutory 
responsibilities of the Weather Bureau. 

Since the transfer of upper air facilities a few years ago, the military services 
have been dependent upon the Weather Bureau for upper air observations in 
the United States. Last year we requested increased frequency, accuracy, and 
altitude in upper air soundings. The improvements being made at present and 
those planned for fiscal year 1961 will go a long way toward meeting the military 
requirements but will still leave about 30 upper air sounding stations making 
only two soundings per day. I again recommend that four upper air soundings 
per day be made by all Weather Bureau stations forming the U.S. upper air 
network. 

I have two recommendations to make with respect to the “joint-use bases” 
from which both civil and military aircraft operate and at which the Weather 
Bureau has accepted responsibility for all weather observations. The critical 
nature of the landing weather to military jet aircraft makes mandatory a con- 
tinuous watch of the weather over the runway and approach areas. Unfortu- 
nately, shortages of Weather Bureau personnel at many joint-use bases make it 
necessary to use available personnel in other essential duties such as forecasting, 
radio broadcasting, chart plotting, analysis, and answering telephones. These 
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duties prevent the observers from devoting full time to observing and reporting 
significant changes in the weather. The lack of a continuous weather watch 
and the consequent failure to report significant changes promptly have con- 
tributed to aircraft accidents. Accordingly, my first recommendation with re- 
spect to joint-use bases is that sufficient weather personnel be assigned so that 
a continuous weather watch can be performed. 

With the increasing length of the runways used for jet operations, it can no 
longer be assumed that conditions observed at one end of the runway will always 
be representative of conditions 2 miles or more away at the other end. Accord- 
ingly, it is necessary that arrangements be made for making ceiling and visibil- 
ity measurements at whichever end of the runway isin use. At Air Force bases 
we have solved this problem by installing ceiling and visibility measuring 
equipment at both ends of the instrument runways utilized by jet aircraft. 
Such dual installations are necessary if the pilot is to know at what point in 
his glide path he will break free of the clouds and be able to switch from instru- 
ments to visual reference in making his approach and landing. Accordingly, 
my second recommendation with respect to joint-use bases is that both ends 
of the instrument runways be equipped with ceiling and visibility measuring 
equipment. 

My final recommendation concerns the assumption of responsibility for the 
Joint Numerical Weather Prediction Unit. This unit was established in 1953 
as an experimental unit suported equally by the Weather Bureau, Air Force, 
and Navy. Great progress has been made in numerical weather prediction 
n recent years and the products of the unit are now operationally superior to 
those produced by hand. The unit is producing analyses and prognoses which 
meet common basic requirements of the three participating agencies. In con- 
sonance with the recommendation of the Joint Meteorological Group of the 
Joint Chiefs of Staff and to eliminate duplicate funding, I recommend that the 
Weather Bureau fund for all costs essential to the operation of the Numerical 
Prediction Unit at Suitland. 

I offer the foregoing recommendations in furtherance of the principle that the 
Weather Bureau, as the national weather service, should meet the common civil 
nd military requirements to the maximum practicable extent. Fulfillment of 
these requirements by the Weather Bureau will more firmly establish this 
principle as a basis for future actions. 

Sincerely yours, 
N. L. PETERSON, 
Brigadier General, USAF, Commander. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington, D.C., January 7, 1960. 
Dr. F. W. REICHELDERFER, 
Chief, U.S. Weather Bureau, 
Washington, D.C. 

DEAR DR. REICHELDERFER: AS you well know, one of the principal axioms of 
meteorology is that the accuracy of an atmospheric forecast is directly depend- 
ent upon quality, quantity, and timeliness of the data from which it is made. 
The forecasts issued by Navy meteorologists to the operating forces, and on 
Which the conduct of naval operations and the safety of personnel, equipment, 
ships, and installations frequently depend, are derived, to a large extent, from 
data supplied by the U.S. Weather Bureau. Since the efficacy of the Naval 
Weather Service in serving specialized naval interests depends so greatly 
on the Weather Bureau, the Navy is naturally most interested in supporting the 
US. Weather Bureau in its efforts to discharge effectively its national weather 
responsibilities. 

Through the years, the Naval Weather Service and the U.S. Weather Bureau 
have enjoyed the most cordial and effective cooperation at all levels of contact. 
This letter is written in the same spirit of cooperation and coordination. We 
Strongly endorse the principle that the U.S. Weather Bureau serve as the pri- 
mary agency to operate those meteorological services which meet common re- 
quirements of all agencies requiring weather information. Accordingly, we 
would like to indicate the three general areas in which improvement in U.S. 
Weather Bureau operation will result in direct improvement in the service 
rendered by the U.S. Naval Weather Service. 
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The first of these primary areas is weather data collection. A complete net- 
work of surface and upper air reporting stations is vital to the analysis and fore- 
easting of atmospheric conditions. In this connection, it is necessary to aug- 
ment ocean area coverage by increasing the scope of the merchant ship collective 
program. The program by which vitai upper air data are collected also requires 
additional personnel and funding support so that complete data may be collected 
everywhere at 6 hourly—in lieu of 12 hourly—intervals. 

Another area involves data dissemination. More rapid means of weather data 
handling are required to provide effective and timely distribution of required 
weather data to user activities. 

The final area concerns the improvement in the capability of providing reliable 
analyses and prognostic charts so that forecasts derived from these can be con- 
fidently utilized in the support of naval operations. 

While there are other areas in which the Navy is dependent upon the Weather 
Bureau, these areas which involve the collection, processing, and dissemination 
of weather information, are considered the most fundamental. 

We will be glad to furnish any further elucidating information. 

Sincerely yours, 
Joun F. Tatom, 
Captain, U.S. Navy, Director, Naval Weather Service Division 
(By direction). 

The communications network of the Air Force to which you made 
reference, Mr. Chairman, is for carrying information over and above 
the common system—specialized information for the Air Forces. 

This is not duplication. The only interpretation or the only way in 
which that interpretation might be placed on it is to say that it goes 
farther with a more specialized service than the Weather Bureau 
can now give to the general aviation public. 

It isan additional refinement but it is not needless duplication. 


CONTRACTING FOR WEATHER SERVICES 


Mr. Preston. Why is it that at one of our test centers it is necessary 
for them to contract with Pan American Airways to get weather in- 
formation instead of getting it from you? 

Dr. Retcueiperrer. They do this in the missile range down in the 
Southeast. Is that the case to which you have reference? 

Mr. Preston. That is one item. 

Dr. Retcnenperrer. They felt it would be cheaper for this addi- 
tional facility to contract. for it. We are, through cooperation with 
some of the countries down there, with the British West Indies 
Meteorological Service, with the Dutch, and with the French, we are 
providing some stations, some observations for this missile range 
service and incidentally, as was mentioned by Dr. Wexler, it serves also 
the hurricane research and hurricane warning service. 

These things are remarkably well tied together. The coordination 
in meteor ology, the Bureau of the Budget has frequently said that they 
think the coordination insofar as the use of the common system 1s 
unusually well developed in meteorology. 

Mr. Preston. Where does Pan American get its weather informa- 
tion ? 

Dr. Retcneiperrer. From the basic information it gets from the 
Weather Bureau. 

Mr. Preston. Why is it cheaper to get it from them than it is to get 
it from you? 

Dr. Retc HELDERFER. The facility you mentioned is an additional 
facility. It is not part of the regular observing network and in this 
particular case we thought at one time that the Air Force would ask 
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us to put it in, ”_ for their own reasons they felt that in his particular 
ease, this new facility would be handled more economically by the 
contract system, the contract method. 

Mr. Preston (reading) : 

The Air Weather Service provides practically all the weather service for both 
the Army and the Air Force. However, at the Atlantic Missile Range, the Air 
Force has a contract with Pan American Airways for all services including 
meteorology required for the Cape Canaveral base and down-range stations. 

For the Pacific Missile Range the Navy has contracted with the Weather 
Bureau for the meteorological support at Point Arguello and for the down-range 
stations. 

Dr. Rercuevperrer. The difficulty is the use of the word “service.” 
The quotation you just read, that the Air Weather Service of the 
Air Force a ides practically all of the weather service for the Air 
Force and the Army; this means the interpretation of the weather 
maps. It does not mean the observing network and if the Air Force 
did not furnish that interpretation the Weather Bureau would have 
to station additional people to provide the interpretation of the 
weather maps. 


BUDGETING FOR SPECIALIZED WEATHER SERVICES 


Mr. Presron. Another observation made by the staff investigator, on 
the same page, and we will see what you have to say about this—I 
take it you will agree with it— 

SPECIAL SERVICES 

There is a lack of uniformity throughout the Government in budgeting for 
specialized weather services. Virtually all agencies and military departments 
agree that the Weather Bureau should operate as the basic national observing 
network and provide weather forecasts to the general public. There is a dif- 
ference of opinion, however, as to which agency should budget for and provide 
special weather information and research directly related to the basic missions 
of a specific agency. The staff visited special service projects where the meteor- 
ological support for other Government agencies, such as the Atomic Energy 
Commission Nevada test site, the Navy Pacific Missile Range, and the Air 
Force Atlantic Missile Range, was supplied by either the Weather Bureau, Air 
Weather Service, or private industry. 

Dr. Reicuevperrer. Yes. I think that uniformity is not desirable 
in this field. I think it would be less efficient and there is a reason. 

Mr. Presron. In other words, you disagree with the staff 

Dr. Retrcnevperrer. I do not disagree 

Mr. Preston. With the staff investigator’s statement ? 

Dr. Retcuevperrer. No. I do not disagree with the facts they are 
presenting, and I did not understand that they said 

Mr. Preston. He said there is a lack of uniformity throughout the 
frovernment in budgeting for specialized weather services. 

Dr. Reicuerperrer. This does not mean to me that uniformity is 
necessarily desirable. 

rhe system is this in general: An agency that has a continuing and 
permanent need for a specialized weather service for the most. part 
budgets for itself. There is an exception in the service that we give 
to the Forest Service. This goes way back to the time when we were 
inthe Department of Agric ulture. Ithink it is sound for an organiza- 
tion which has a continuing service of this kind to budget at least in 
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part and perhaps entirely for its specialized needs. This is an auto- 
matic control on excessive requests on the Weather Bureau. 


On the other hand, you take the Atomic Energy Commission, where 


they have contracted with the Weather Bureau. If they were to set 
up their own continuing permanent facility, it would cost them more, 


It would become a permanent interest—when for their type of work | 


for special projects they do not need a permanent organization, so 
they have quite properly contracted with the W eather Bureau. 

I think this is the most efficient and most economical way to do it. 

In some cases the Army, on special projects where the Weather 
Bureau has experience and skills, contracts with the Weather Bureau 
instead of relying on the Air Force. 

We are doing some work for the Army at Fort Huachuce: 


TOLAL NATIONAL COST OF WEATHER SERVICES 


Mr. Preston. Well, it is pretty clear that the weather business 
has been scattered around over the lot pretty aggre Total cost of 
weather service, operational expenditures for fiscal year 1960 are 
expected to amount to approximately $140.6 million. Of this amount 
the Weather Bureau will spend approximately $52.1. The rest of it 
is being spent for somebody else. 

Dr. ReicHevperrer. Yes. You didn’t ask me, Mr. Chairman, about 
my views, aside from the question of direct or wasteful duplication, 
my views on these expenditures. 

Now, it is my opinion that the more economic way of conducting 
our meteorological business in general would have been for the 
Weather Bureau to carry on much of the development and the research 
that. has been done elsewhere. But the Weather Bureau did not have 
the funds. I think our experience, our knowledge, our somewhat 
greater reluctance to play the long shots would have gotten the an- 
swers for less money than has gone into research. 

Mr. Preston. I will agree with that statement. 

Dr. Reicnevperrer. This is where the savings might have been made 
and this is where we believe savings can be made in the future. I 
have discussed this with the Department and with the Secretary of 
Commerce from time to time and we are making progress on this 
kind of coordination. The project that Mr. Lieurance dese ribed, the 
so-called “433-L” is a move in the right direction, of getting research 
and direction in meteorology where it belongs, with the Weather 
Bureau. 

Our efforts to set up a separate appropriation item this year is 
another step in that desire to consolidate and unify the basic research 
program in meteorology. 

Mr. Preston. I would like to read into the record the following 
statement found on page 8 of the “Staff Investigator’s Report”: 

The Government will spend approximately $190.5 million for meteorological 
services in fiscal year 1960 including operational and research, domestic and 
foreign activities. This total amount is based on information provided by the 
operational agencies and scientific groups concerned with meteorological re- 
search in the Government. 

Of the total amount, the Weather Bureau accounts for approximately $60.4 
million, the Air Force approximately $76.8 million, the Navy approximately 
$22.8 million, the Army approximately $3.3 million and FAA approximately 
$9.4 million. The other Government agencies, primarily expending funds for 
research account for approximately $18.3 million. 

Of the total cost of weather service— 
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I have just read that statement a moment ago. I will omit that and 
turn over to the next page: 

Operational expenditures for fiscal year 1960 include expenditures of the 
Air Weather Service estimated at approximately $65.8 million including the 
cost of the domestic weather communications system and foreign and domestic 
operations. The operating cost of the Navy weather service is approximately 
$18.4 million; the Army approximately $600,000. 


NATIONAL COST OF METEOROLOGICAL RESEARCH 


Total research costs for meteorology in fiscal year 1960 will be approximately 

$49.9 million. The Weather Bureau is expected to spend $8.3 million. 
That is an amazing figure to me, that the people who are supposed to 
know more about it than anybody else are spending the smallest por- 
tion of the money—which includes “funds transferred from other 
Government agencies,” that 1s your $8.5. 

FAA research in this field will amount to approximately $5.7 million. The 
Air Force research in meteorology will be approximately $10.5 million. The 
Navy research expe nditures for meteorology will be approximately $4.4 million 
and the Army, $2.7 million. Other scientific groups in the Government, in- 
cluding the Nation: il Science Foundation and National Aeronautics and Space 
Agency, will spend approximately $18.3 million in this field. 

In fiseal year 1960 the Weather Bureau appropriation amounted to 
$51,355,000, which is approximately a 13-percent increase over the fiscal year 
1959 appropriation. In addition, to this direct appropriation, the Bureau ex- 
pects to receive approximately $9 million in reimbursement for services per- 
formed for other Government agencies. 


COORDINATION OF METEOROLOGICAL RESEARCH 


[ do not think we are any closer toward getting any coordinated 
effort in this field of research. It seems to me that we are continuing 
in different paths with the different agencies of the Government, 
except in larger amounts. 

Doctor, you have been on the weather scene a long time. I dare 
say there is nobody capable of challenging your judgment on meteoro- 
logical matters to any successful degree. 

I am sure you must have formed some opinion in recent years as 
you observed this astronomic growth of research in weather as to 
how this should be accomplished. 

Has the time come to pull all this into one agency or has the time 
come to consolidate it? Has the time come to make the move to con- 
solidate it, or are you agreeable to going along this pattern that we 
are engaged in now of everybody conducting research in the same 
field, not necessarily the same projects, but “under the category of 
meteorology ? ' 

Dr. Reicnevperrer. We have tried—I think it would be quite nat- 
ural for the Weather Bureau and those of us who have been identi- 
fied with its development—we have tried to push ahead with larger 
research and development programs which we felt would, insofar as 
possible, cover the requirements. 

We believe that a good bit could be done in centering those funds 
in the National Meteorological Agency, the W eather Bureau. I 
would be less than honest if I said that I thought everything 1 . the 
way of weather research should go into the Weather Bureau. I do 
not think you will find that everything in the way of medical research 
goes into the Public Health Service or ‘under the HEW. 
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Weather affects everybody right across the board, just as much as 
health does, and the difficulty in weather, I think even more than in 
medicine, has been that the requirements, the urgent requirements, 


t 


matters of life and death, for example, the Dust Bow] a number of | 


years ago, meant the difference between financial ruin and a means 


of livelihood; the urgent requirements to know more about weather | 
have so far exceeded the c apacity of the science to give the informa- | 


tion that the pressures for knowledge have resulted in the breaking 
out of research efforts wherever you found an ambitious and compe- 
tent individual or group who said, “We have got a better answer.” 
This has happened over and over again in what other departments 
and services have attempted to do. 

I do not see how you can control that in a democracy and I do not 
know that you want to control it. Certainly there could be more 
coordination and there is a good lot being done through the National 
Science Foundation and through our interdepartmental committees 
to accomplish coordination, but so far as saying that everything 
should be under the Weather Bureau and that the total amount for 
meteorological research should be X number of dollars, I think it 
would be awfully hard to sit on the lid if you put the lid on because 
if the Strategic Air Command, for example, sent out a mission and 
they were to run into weather conditions that were unexpected, with 
result that the mission is a flop and with the implication that. this 
would have happened at a very critical moment in the Nation’s se- 
curity, they are going to start another new project to solve the weather 
problem and this is what has happened over and over again. 

Mr. Preston. Agency jealousy over agency prerogatives often en- 
ters into the picture. We find that quite often. I am satisfied it is 
involved in this picture, too. 

Dr. RetcHeLperFer. You would be surprised, I think, how much 
coordination there is through the Meteorological Committee of the 
Air Coordinating Committee and there are half a dozen others. I 
am not claiming that this is 100 percent perfect. We keep after it all 
the time but I do say that there is so much more coordination and so 
much less wasteful duplication in the sense that the word is usually 
used that I think it would be surprising to most everybody to know 
the actual facts. 

I am astounded also by this total figure, although it is not new to 
me. It is a tremendous amount to be. putting into meteorology, but 
weather and climate are one of our most fundamental national re- 
sources and they are not only a resource, they cause us a lot of trouble 
when they go wrong and compared to the importance of meteorology 
in the United States and its economy, we are not investing in this field 
as much as some of the other countries. Canada is putting a larger 
pro rata amount in, at least it did a year or two ago. I am not sure 
of the current figure. We could mention other countries. 

Mr. Presron. In research ? 

Dr. Reicnevperrer. I was speaking about the total figure, the $160 
million, $140 or $150 million figure. In research; no. I think prob- 
ably the research figure in the United States is greater. It may even 
be greater than it is in U.S.S.R. We are not sure of that. 
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COOPERATION WITH CANADA 


Mr. Presron. Do they have more weather in Canada than we have? 

Dr. RetcHevperrer. They have worse weather and they keep track 
of a lot of weather that affects us eventually, of course. 

Mr. Preston. We do not get any information from them, do we? 

Dr. RercHeLpERFER. We work as one service. 

Mr. Preston. Sir? 

Dr. Retcuevperrer. The Canadian Meteorological Service and the 
U.S. Weather Bureau work practically as one service. 

Mr. Preston. Hand in hand? 

Dr. RetcHevperrer. Yes, very much. The international coordina- 
tion in meteorology is phenomenal. It is excellent. This is by force 
of necessity. We have to have their reports or we could not do our 
job. 

Mr. Preston. How many people do you have in Canada? 

Dr. Retcne tperrer. In the Arctic at the present time what is our 
total staff 

Mr. Gurrrer. I do not have the figure, but it is an average of three 
or four per station for five Arctic stations. 

Dr. Retcuevperrer. The Canadians, of course, provide their share 
in staffing these stations and maintaining them. 

Mr. Preston. Mr. Horan. 

Mr. Horan. There is one question I would like to ask, Mr. Chair- 
man. 

INTERAGENCY COORDINATION 


We have mentioned the word “coordination.” Dr. Reichelderfer, 
that would imply that somebody is doing coordinating, would it not ? 

Dr. ReEtcHELDERFER. Yes, sir. 

Mr. Horan. Who is the top man, you, General Quesada, or the 
Secretary of Commerce ? 

Mr. Preston. Off the record. 

(Off the record.) 

Dr. Retcnevperrer. The Chief of the Weather Bureau ex officio is 
Chairman of the Committee on Meteorology of the Air Coordinating 
Committee. This is the civilian and military aviation group. Of the 
military group under the Joint Chiefs of Staff for a number of years 
the Chief of the Weather Bureau was Chairman, and then it looked 
a little odd for a civilian to chair a military group, so we solved this 
easily by not having a chairman. The Secretary goes ahead with the 
work of the Committee. It gets along very well and effects coordina- 
tion in the military branches. 

When General Quesada became head of the FAA, he felt that he 
wanted an advisory group to keep him fully acquainted with what 
should be done and what was developing and what was lagging, et 
cetera. That group consists of the head of the Air Force Weather 
Service, the Navy Weather Service, the Army- they do not have a 
weather service, but they have a Meteorological Office—and the Chief 
of the Weather Bureau. 

[ am serving as Chairman of that group. I think many a corporate 
entity would be envious of the interlocking directorate that we have 
in order to effect coordination, and I am quite serious when I say that 
it is an effort to make our funds and facilities spread just as far as 
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they can. If you agree that these special services, the military serv- 
ices need, as I think they do, their own me teorological officers to give 
them military applications in meteorology, then in this particular 
phase there is very little lack of coordination. There is almost com- 
plete coordination. 

The research area, as the chairman has just said, your findings 
there depend upon how much you say is necessary in the effort to find 
some of the answers that we have not found yet on forecasting clear 
air turbulence that is a threat to aircraft at times or forec asting sud- 
den fogs or storms that prevel nt jet aircraft from landing when they 
get to their terminals, which can be extremely disastrous, or other con- 
ditions that may influence the effectiveness of missiles. 

Mr. Preston. Anything further? 

Mr. Horan. That is all. 


ESTABLISHMENT OF METEOROLOGICAL FACILITIES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: 
1. Upper air observational facilities. _____- coe $55, 726 $1, 470, 500 $933, 100 
2 Weathe r surveillance radar ~ 7 con 188, 785 910, 100 638, 400 
3. Surfa observational fa cilities Pe Oe a ee 67, 783 204, 100 3, 137, 700 
4. Construction, remote localiti Siac 265, 6°3 170, 000 245, 000 
5. Engineering and technical support eee ecae 146, 793 | 157, 300 352, 100 
Total obligations_-__- . “ Klip cd 724, 740 2,912, 00 5, 306, 300 
Financi: | 
Com, ative transfers to other accounts... : sa Rp URANO | Was aetnceiesSncvroes cate cs 3 statins casa oh 
Unobligated balance brought forward__.........____- — 1, 369, 360 —919, 620 — 507, 620 
Unobligated balance carried forward._................___- 919, 620 507, 620 2, 201, 320 
Appropriation (new obligational authority) -_-..._- ee 1, 575, 000 2, 500, 000 7, 000, 000 


The following table lists the major facilities already funded and those budgeted 
in 1961 


Funded | Proposed, 
j 








through 1961 
1960 
1. Upper-air equipment: 
(a) Land stations isd aha ior ence i etcets 7 | fe 
(6) Ocean stations_. fee alae ble vhs fntsi Tee | 16 
2. Radar equipment: 
(a) Radars_- cise mdap une Veli Oe licks ccuasahecel 
(b) Repeater scopes for Air Defense Command sites. a a a a i ie 17 
3. Surface equipme nt: 
(a) Ceiling and visibility measuring equipment____.___- ih ocala 95 107 
(6) Runway visual] range computers - - 3 a a as 36 
(c) Autom itic meteorological observ ing stations fiesta SL he Saas 5 
(d) River-stage and ri 1infall gi wes _ QS 110 
4. Construction, remote facilities: Hous ing units_ Sects . A 27 5 
| 
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Object classification 
















1959 actual | 1960 estimate | 1961 estimate 

Total number of permanent positions 23 15 35 

Average number of all employees a 16 | 15 30 

Number of employees at end of year 15 | 15 35 

- tees a eT saa ae 4 
Average GS grade and salary ‘ 8.0 $6, 172 } 8.1 $6, 278 8. 1 $6, 321 
01 Personal services: 

Permanent positions-_-. $102, 801 $112, 900 $211, 800 

Other personal services = 4. 083 $+ 400 6, 700 

Total personal services 106, 884 117, 300 218, 500 

02 Travel 35, 211 32, 000 42, 200 

03 Transportation of things 59, 666 108, 600 114, 500 
04 mmunication services 6 

05 ts and utility services__- 6, 149 4, 200 

07 r contractual services SS. 82] 481, 900 263, 000 

08 lies and materials 43, 816 109, 200 104, 600 

09 I 231, 466 1, 696, 300 4.173, 300 

10 und structures 146, 307 358, 900 371, 900 

ll ¢ nts, subsidies, and contributions 6, 403 7, 800 14, 100 
15 Taxes and assessments ll 

Total obligations 724. 740 2.912, 000 5, 306, 300 


Mr. Preston. Let us take up this item of establishment of meteoro- 
logical facilities. Put in the record pages 1121 through 1123. 
(The pages are as follows:) 


Summary of requirements 


Appropriation, 1960 (regular bill) _~~— ~~ 3 acc canine iol -. %$2, 500, 000 
METRE, = PINRO SEN i ic eis ; 2, 500, 000 
Total : a ar aa ws isda as lb dll Bohl Seto tbe 0 
: Requirements 
Base for 1961: 1961 estimate 
Upper air____- hk capi tend ests ats dala ated ido ka aed cies $1, 008, 600 
RN ai Ih eh ase ta ee ee Ee ns 483, 900 
Surface......... ; ete ain iaaeacat ial it ita aa alia 4, 720, 500 
Construction, remote localities ee ee ee 245, 000 


Engineering and technical support.__-_-- ; : 542, 000 
7. 000, 000 


Total estimate of appropriation, 1961_.._..._-______-___-_- , 000, 000 


Summary of estimated obligations 





Estimate, Permanent 
1961 employees, 


Object classification | 
| Nov. 30, 1959 
j 
| 


Maximum number of permanent positions ‘ 20 | 1] 
Average number of all employees , ; 60 


01 Personal services: Permanent (total 


= 
= 
So 


02 Travel 
03 Transportation of things : : 190, 300 | 
05 Rents and utility services 16, 800 | 
07 Other contractual services 1, 378, 800 | 
98 Supplies and materials | 442, 300 |... i 
09 Equipment. _. 4, 155, 100 
10 Lands and structures | 371, 900 | 
ll Grants, subsidies, and contributions.. 25, 600 
Total obligations Shae aniramesaeeoe a ae ; 7, 000, 000 


! Total for 3 years. 
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Summary of requirements by activity and projects 











Activity and project Units Amounts 
. : | | 
1. Upper air | 
(a) Relocation of existing stations__. Sdawsn keene 2 $138, 900 
(6) Improved accuracy (transponders isla el aN alec 35 545, 300 
(c) Ocean facilities_.._.--- gout ; ‘ . mene 16 324, 400 
ein 
Total_.- ae “eee ead i EcdebahdanGhqiebibetdincmdaiad oon 1, 008, 600 
2. Radar: 
(a) Auxiliary equipment for cooperative Air Defense Command radar | 
sites . sae as cian agchaigian open a | 17 283, 900 
(6) Radar installation at Missoula, Mont_- mA shanigienwiabpiaed 1 200, 000 
PRE Goat toiencapeecmocomenss eadincon Pain AMA eam me annie arom abs 483, 900 
3. Surface: 
a) End of runway equipment for ILS airports s : ; 107 2, 482, 400 
(6) Runway visual range (RVR) computers 7 a 36 990, 000 
(c) Temperature and humidity recorders (hygrothermometers) ie 70 448, 000 
(d) Wind recorders. _- ees iee wena ee el 81 170, 100 
(e) Automatic weather stations : Sata. ire 5 330, 000 
(f) Electronic precipitation and river gaging equipment 
Radar rainfall beacons : . : seal 19 76, 000 
Radioactive isotope snow gages ae seeeaeetscens Se | 2 23, 300 
River and stream gaging equipment _-._.--.-.-- mal 39 65, 450 
Radio facilities for flash flood use ule ce eimae 50 35, 250 
(g) Weather briefing displays-_-- eee BS iss erg ee a 70 100, 000 
RS ee ee ee a eee eee ene eee Salcweeaipameetio nes 4, 720, 500 
4. Construction, remote localities: Nome, Alaska, living quarters. ........... 5 245, 000 
a enn RR UII SN on i cnnacancumcekocsbanneonlstencus icin at 542, 000 
Total establishment of meteorological facilities, fiscal year 1961.........].....-..--___- 7, 000, 000 


Mr. Preston. This is a request of $7 million. 

Dr. Retcue.perrer. I would like Mr. Lieurance to continue with 
that, please, Mr. Chairman. 

Mr. Lievrance. The summary is on page 1123 of the printed esti- 
mates, with the detailed justifications following thereafter. 


UPPER-AIR EQUIPMENT 


The upper air stations: this item provides for the relocation of two 
existing upper air stations away from airports. We are having in- 
creasingly difficult problems to operate our upper air stations asso- 
ciated with airports. 

This is due primarily to the congestion of traffic problems, wires, 
buildings, et cetera, making it difficult to release our balloons so we 
are requesting funds to relocate the upper air station from Pittsburgh, 
Pa., to a satellite location and to relocate the Nashville, Tenn., station. 

The other item on upper air deals with the equipment to provide 
transponder capabilities. This will permit us to precisely locate in 
time and space the sounding balloon so that we can directly measure 
its altitude, giving us more accurate winds, more accurate tempera- 
tures, more accurate pressures. 

Also, we are asking to procure 16 sets of upper air sounding equip- 
ment to be placed abcard moving merchant vessels in the Pacific and 
in the Atlantic. This is hardware. 
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RADAR EQUIPMENT 


Page 1126, radar: We discussed this in quite great length this morn- 
ing. We had Mr. Rockney with us this afternoon on the radar. This 
item requests auxiliary equipment in the form of repeater scopes for 
17 ADC radar sites and funds to install a radar on top of TV Moun- 
tain, near Missoula, Mont. 

Mr. Preston. These repeaters that you refer to are the same thing 
as drop ¢ 

Mr. Linurance. Yes, that would be a drop, and additional scope on 
the radar so you could look at it in another room and it would not 
interfere with the ADC operator. 


END-OF-RUNWAY EQUIPMENT 


Page 1127, surface weather equipment: End-of-runway equipment, 
which is the rotating beam ceilometer that we locate in the middle run- 
way of the ILS airport and the transmissometer that we locate on the 
ILS runway, will enable us to measure cloud height, which is the 
minimum altitude above the ground and permit us to provide runway 
visibility for the [LS runway. 

This has been a direct result of requests from the FAA and the 107 
units that we are asking to procure will permit us to equip 202 ILS 
systems to be coordinated with the FAA’s installation of ILS’s. 

Mr. Preston. Do you have a list of those places where you would 
put these devices ? 

Mr. Lirurance. We do have, sir. 

Mr. Preston. Would you let the committee have it? 

(The list referred to follows :) 
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LOCATIONS FOR EQUIPMENT INSTALLATION, EMF 1961, CONGRESS 


107 END-OF-RUNWAY INSTALLATIONS 


Akron, Ohio 
Allentown, Pa. 
Boston, Mass. 
Cleveland, Ohio 
Columbia, 8.C. 
Columbus, Ohio 
Erie, Pa. 
Huntington, W. Va. 
Hyannis, Mass. 


. Islip, N.Y. 
. Nantucket, Mass. 

2. New Bedford, Mass. 

3. New York, N.Y. (Idlewild) 

. New York, N.Y. (LaGuardia) 
. Newark, N.J. 


(Note: RVR com- 
puter; second RVR planned) 

Newport News, Va. 

Pa. (Greater Pitts- 

burgh) 

(Allegheny Coun- 

ty) 


9, Portland, Maine 
0. Teterboro, N.J. 
. Utica, N.Y. 


Washington, D.C. 
Washington, D.C., dual (Chantilly) 


. Wheeling, W. Va. 

. White Plains, N.Y. 
3. Williamsport, Pa. 

. Winston-Salem, N.C. 
. Worcester, Mass. 

. Abilene, Tex. 

. Atlanta, Ga. 

. Augusta, Ga. 


Suton Rouge, La. 
Beaumont, Tex. 
Birmingham, Ala. 
srownsville, Tex. 
Columbus, Ga. 
Corpus Christi, Tex. 
El Paso, Tex. 


. Fort Smith, Ark. 

. Fort Worth, Tex. (Meacham) 
. Huntsville, Ala. 

. Lafayette, La. 

. Lubbock, Tex. 

4. Macon, Ga. 
45. 

46. 
47. 
48. 
49. 
DO. 
51. 


Meridian, Miss. 
Miami, Fla. 

Mobile, Ala. 

Monroe, La. 
Nashville, Tenn. 
Orlando, Fla. 
Pensacola, Fla. 

St. Petersburgh, Fla. 


Tallahassee, Fla. 
West Palm Beach, Fla. 
Wichita Falls, Tex. 


o6. Battle Creek, Mich. 


. Bismarck, N. Dak. 


Casper, Wyo. 


oo. Cedar Rapids, Iowa 


Pod =) =) +) =] +1 
St 


1 


Se. 


S35 


84. 
SD. 
6. 
87. 
SS, 
89. 
90. 
91. 
92. 
93. 
94, 
QD. 
96. 
97. 
98. 
99. 
100. 
101. 
102. 
103. 
104. 
105. 
106. 
107. 


Aloe 


. Cheyenne, Wyo. 

. Chicago, Ill. (O’Hare) 
. Chicago, Ill. (Midway) 
. Evansville, Ind. 

. Flint, Mich. 

. Grand Junction, Colo. 
3. Grand Rapids, Mich. 

7. Green Bay, Wis. 

. Huron, 8. Dak. 

9% Hutchinson, Kans. 

70. 


Joplin, Mo. 

Kansas City, Mo. (Mid-Continent) 
Lansing, Mich. 

Minneapolis, Minn. 


. Moline, Ii. 


Muskegon, Mich. 
Oshkosh, Wis. 


. Peoria, Ill. 
78. 
79. 
St), 


81. 


Quincy, Ill. 
Rochester, Minn. 
Rock Springs, Wyo. 
St. Joseph, Mo, 
South Bend, Ind. 
Springtield, 111. 
Topeka, Kans. 
Waterloo, Iowa 
Areata, Calif. 
Billings, Mont. 
Eugene, Oreg. 

Long Beach, Calif. 
Medford, Oreg. 
Oakland, Calif. 
Ontario, Calif. 
Pocatello, Idaho 
Portland, Oreg. 
Reno, Nev. 

Salem, Oreg. 

San Diego, Calif, 
San Jose, Calif. 
Santa Barbara, Calif. 
Seattle-Tacoma, Wash. 
Yakima, Wash. 
Annette, Alaska 
Gustavus, Alaska 
King Salmon, Alaska 
Shemya, Alaska 
Honolulu, Hawaii 
Dual, Chantilly 


Mr. Guerrer. These are the 107 locations we are asking funds for. 

Mr. Preston. Are these devices you do not presently have at these 
locations ? 

Mr. Lreurance. Yes, sir. 

Mr. Preston. I notice you have Idlewild and LaGuardia. 
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Mr. Lreurance. Those are dual installations. Idlewild has a dual 
ILS system. We have this equipment on one ILS runway. Idlewild 
will have the second ILS runway which will require new equipment. 

Mr. Preston. Some of these airfields on this list do have more than 
one ILS runway ¢ 

Mr. Lreurance. Yes. I believe, I am not sure of this number, but 
I think we have the list of the dual installations. The FAA has 
planned, I believe, feet FAA plans call for 9 dual installations in 
19% 8, 5 more in fiscal year 1959, 1 additional in fiscal vear 1960, and 
they have plans for 8 in fise al ye ar 1961, which makes a total of 23 dual 
ILS systems planned through fiscal year 1961. 

There is a total of 240 ILS systems programed by the FAA through 
fiscal year 1961. With this 107 we will be able to equip 202. This 
takes into account the 95 sets of equipment previously authorized. 

Mr. Preston. That would cover the major airports of the country. 

Mr. Lirurance. Yes, sir. 

Mr. Presron. And some not so major. 

Mr. Lizeurance. Whenever an ILS system goes in the FAA auto- 
matically requests this equipment as fundamental to their ILS system. 

Mr. Preston. All right, sir. Go ahead. 


RVR COMPUTERS 


Mr. Lirvrance. In addition, we are asking funds to procure 36 
RVR computers. The runway visual range computer was briefly 
mentioned this morning. RVR is the distance a moving pilot can 
see down the runway, how many lights he can see. It takes into 
account the intensity of the bac kground and we are matching the 
FAA’s landing aids installations of high intensity runway lights. 
Wherever they put in high intensity runway lights we are program- 
ing or planning for the installation of the runway visual range re- 
port, or computer. The transmissometer is the basic equipment for 
this, but in order to compute runway visual range and provide dis- 
play in the tower and [FR room in digital form, it requires a com- 
puter. This is what this item is for. We have funds to install 12 
now and the basic list of stations of high priority provided us by 
FAA is 48, This will bring us pretty much in line with the immedi- 
ate needs of runway visual range. 


OTHER SURFACE EQUIPMENT 


The next item is the hygrothermometers, or the equipment we are 
installing at the center of the runway complex to provide tempera- 
tures and humidities for the takeoffs and landings. Wind recorders, 
we provide this equipment to continuously measure and report and 
analyze gusts for landings and takeoffs; five automatic weather sta- 
tions which are to be proc cured and installed at five str ategic locations. 
[havea list of those five stations we can give you. 

Mr. Preston. Read the five in the record. 

Mr. Guierrer. Those five locations are Van Nuys, Calif., Grants- 
burg, Wis., Meigs Field in Chicago, that is right next to the lake, St. 
Petersburg, Fla. 

Mr. Preston. Put the other one in the record. 

Mr. Guerrer. Akron Municipal Airport. 

50435—60-——38 
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AUTOMATIC WEATHER STATION AT AKRON-CANTON, OHIO 


Mr. Bow. I would like to know about this other Akron installation, 
What are you doing up at Akron Municipal Airport? Are you acti- 
vating an old wornout airport ? 

Mr. Lrevrance. Actually, our plan calls for the installation of an 
automatic weather station at Akron Municipal. That was the fifth 
station which would provide the basic observations required. 

Mr. Bow. What is wrong with the Akron-Canton Weather Station? 

Mr. Lirurance. The Akron-Canton station provides the service. 

Mr. Bow. What is the need of this over at this old station ? 

Mr. Lizurance. We need this for landings and takeoffs for general 
aviation. 

Mr. Bow. Do you know how many landings and takeoffs there are 
there now ? 

Mr. Lirvrance. I do not know, sir, right off hand. 

Mr. Bow. How about this end of runway? This says Akron, Ohio. 
Where is this going to go? 

Mr. Lrevrance. Akron-Canton. 

Mr. Bow. When you have Akron-Canton, why don’t you say so? 
This is confusing. 

Dr. RetcHeLperrer. We will show that distinction. 

Mr. Bow. I find in so many agencies they have Akron and you don’t 
know whether it is Akron-Canton or Akron Municipal. It disturbs 
me a little, that there is this amount of money going into the old air- 
port that really isn’t used very much any more. 

Dr. RercHeLperrer. Those selections are made on the basis, pri- 
marily, of traffic or of difference in weather conditions. We will 
certainly be glad to review that. 

Mr. Bow. At Akron-Canton you have a good weather station that 
does an excellent job right next door to this old, rather obsolete air- 
port that you seem to be putting some money in. I cannot under- 
stand why this is being done. 

Mr. Lrevrance. One of the problems at Akron-Municipal, the old 
airport, is the fact that FAA does provide approach facilities from 
Akron-Canton and in order to provide approach control services, 
whether it be for commercial or general aviation, the prerequisite is 
weather observation. This is the most economical w: ay to provide the 
minimum requirement for Akron Municipal to meet the minimum 
requirements of the program. 

Mr. Bow. There is no approach to that airport at all, is there? 

Mr. Lirvrance. Not tomy knowledge. 


AUTOMATIC WEATHER STATIONS 


Mr. Preston. How many automatic weather stations do you have 
in operation at present ? 

Mr. Lrrurance. We have 18 actually installed now. 

Mr. Preston. How satisfactory are they ? 

Dr. Rercnenperrer. They do extremely well for the elements that 
we can measure that way. We cannot measure some of the critical 
things that are needed for safe landings. For example, at low ceil- 
ings, and we measure the ceilings, but the amount of clouds, we do 
not have a satisfactory means of distinguishing when an ice storm, 
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when the freezing rain conditions prevail, but on the standard things, 
temperature, pressure, humidity, wind, et cetera, the automatic sta- 
tions serve very well. They are well beyond the experimental stage. 

Mr. Preston. How did the Air Force get along with their research 
into the production of an automatic weather stat ion? 

Dr. ReicHevperrer. The Weather Bureau’s automatic weather sta- 
tion is the one that will be used in the 433-L project, which indicates 
that so far as the basic information is concerned, ours is the most 
satisfactory. 

Mr. Lirurance. May I make a brief comment on the automatic 
stations, Mr. Chairman ? 

Mr. Preston. Yes, sir. 

Mr. Lieurance. Actually, we are very, very closely approaching 
full automation of our surface observing program at airports. All of 
this equipment that we are putting in now are mechanical devices or 
components of the automatic weather system. The next step is en- 
coding devices and display equipment w hich would take the informa- 
tion from these devices, place it in the proper form for transmission 
and display. Part of the 483-L effort is to develop means of auto- 
matic observing of many of the visual elements that we cannot today. 
such as Dr. Reichelderfer mentioned. We cannot determine auto- 
matically sky cover today. ‘This is fundamental to ceiling. There- 
fore, we cannot report ceiling automatically. We cannot automat- 
ically differentiate between rain and freezing which is fundamental to 
the landing process. We are a long ways along in this automatic 
stage. 

Dr. Rercnevperrer. I should add with reference to your question 
about the Air Force Automatic Weather Station they have designed 
theirs primarily for extreme arctic or tropical conditions and I under- 
stand they are still going ahead with those extreme weather conditions. 

Mr. Preston. All right. 

Take the next item. 

Mr. Lreurance. In connection with the automatic stations, I have 
a list of the 18. Do you wish me to read them? There are 18. 

Mr. Preston. Where they are currently operating ? 

Mr. Lreurance. Yes, where they are currently operating, or 
planned to be operating. Where they are circled they h: ave not been 
activated yet. because the FAA has not provided communications. 

Mr. Preston. How do you select a place for an automatic weather 
station? Some of these I notice are very small communities. 

Mr. Lizurance. Very small communities, and some of them are 
not at airports. They are to satisfy an area requirement, or distribu- 
tion requirement for observations, for forecasting purposes or for 
isolated locations where it is difficult and sometimes impossible to 
have people, such as Salt Flats, Guadalupe Pass, places like that. 

Mr. Preston. Take the next item. 


WEATHER BRIEFING DISPLAYS 


Mr. Lireurance. Mr. Chairman, the “F” item here is Mr. Hiatt’s. 
[ will speak to “G” on page 1129, the next page, weather briefing dis- 
plays, $100,000, in order to provide better self-briefing displays at our 
weather offices. 
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That is the end of the aviation items, Mr. Chairman, under EMF, 
Mr. Preston. We have already put this page in the record which 
shows the items under “F.” They are relatively small in amount and 
it would not justify going into them in detail this afternoon. 

Dr. Rercuevperrer. This $200,000 under “F,” Mr. Chairman, is a 
continuation of the program that was begun last) year. The comments 
on the justification are given on page 1128. 

(The matter referred to follows:) 


(F') ELecrronic PRECIPITATION AND RIVER GAGING EQUIPMENT, $200,000 


For many years no modern equipment was provided to meet the requirements 
of the flood forecasting and warning service for rainfall and river-stage data. 
In 1960 funds were appropriated to initiate the rehabilitation of data collection 
facilities. This item for 1961 is to continue the rehabilitation work and to 
support the flood forecasting improvements proposed under “Salaries and ex- 
penses” (reference p. 1079). The equipment to be provided is as follows: 


Item Quantity 
Radar rainfall beacons_____~_ Balak hae ctinicd Ded a baton ote Beattie ae 19 
Pe OeeLa er OLS MW GABOR tts o2 i is eel eh tec cs 2 
River and stream gaging equipments______._____--_.---------- . Sieteel 39 
Radio facilities for flash flood use_______- enlek : — o. E 50 


PART-TIME POSITIONS 


Mr. Preston. One figure that concerns me, or that I do not under- 
stand fully is on page 1062 of the justifications. You show an in- 
crease of 158 positions and a decrease of 180. 

Dr. Retcuevperrer. This involves part-time employees, Mr. 
Chairman. 

Mr. Gleiter has gone into this subject in some detail and I think he 
can give more information on it. 

Mr. Grerrer. These are what we call our second order stations, Mr. 
Chairman, where we have private citizens who in addition to their 
normal occupation take a weather observation once a day for us ora 
rainfall observation, or a reading on the river gage out in the river. 
This only occurs occasionally, maybe once a month or three times a 
month. If there is a lot of rain it may be every day or every 6 hours 
that they report during the period of rainfall. We have been calling 
those people employees. We are changing it in fiscal year 1960 to place 
them binder contracts, since it is much simpler. We do not have to 
deduct FICA from their paycheck, et cetera. We contract with them 
once and they continue to serve with us until they or we break the con- 
tract under mutual notice. It is listed under other positions, other 
than permanent, on page 1062. 

Mr. Preston. The 158 are permanent positions over and above what 
you have in the current fiscal year? 

Mr. Guerrer. Yes, sir; under weather measurements and forec aust 
activities. There are some additional ones under other appropria- 
tions to bring it up to 200 permanent positions under salaries and 


expenses. 
Mr. Preston. Mr. Bow ? 
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qr 


RIVER FORECAST SERVICES IN OHIO 


Mr. Bow. I noticed in your chart, I think on the river forecasting, 
et cetera, that you cover pretty well the northern part of the country, 
but you come down into the northeastern part of Ohio. You dip 
down and cut usout. Is that because we do not have floods or troubles 
of that kind ? 

Dr. Rercneiperrer. Mr. Hiatt is more familiar with that than I. 

Mr. Hiarr. No, there are no floods in this area. We do not have 
the river forecast center service for the Great Lakes drainage. You 
will notice that all of the Great. Lakes drainage is excluded from 
river forecast center coverage. This is one of five areas that. we still 
have to cover with river forecast center type of establishment. 

Mr. Bow. That is the chart. You come right down from the north- 
eastern part of Ohio and you leave us blank. Does that mean we have 
no coverage? I am talking about northeastern Ohio, around the 
Cuyahoga, Mahoning, and in through that area. 

Dr. RetcHeLperrer. The eastern part, Cleveland, Akron, et cetera. 

Mr. Hiarr. Buffalo, as a river district office, covers Lake Erie drain- 
age to the New York-Pennsylvania line. 

Mr. Bow. We are in the white. We haven’t any blue around us at 
all. 

Mr. Hiarr. The service rendered for the streams draining into Lake 
Erie in northeastern Ohio is from the Weather Bureau office at Cleve- 
land. 

Mr. Bow. That includes Cleveland. 

Mr. Hiarr. It is not covered by river forecast center type of service. 
This is all lake drainage, this that is not shown in the blue area up 
here. 

Mr. Bow. So you do not cover the Mahoning or the Cuyahoga and 
its tributaries ? 

Mr. Hiarr. That is correct, not from an RFC. 

Mr. Bow. Last year we evacuated 800 people and had $5 million 
damage in the city of Canton and $25 million in my congressional 
district from floods, which came pretty much without warning. 

Dr. Rercueiperrer. Those areas, or that area, is not completely 
without flood warning service. As Mr. Hiatt explained in his re- 
marks this morning, the chart refers to the specialized services, with 
trained flood forecasting people. Our regular offices do as well 
they can and the Cleveland area—— 

Mr. Bow. I would take it if we had one of these WSR’s up there 
around that area when this 3.45 inches of rain fell last year, which 
caused a very destructive flood, if you had had one of those instru- 
nents up around northern Ohio, you might have picked this up in 
lime to give us some warning. 

Dr. Rercnecperrer. It would have been a very brief warning be- 
cause this is a very sudden type of development. 

Mr. Bow. How much warning would you get ? 

Dr. RercuEcverrer. In some cases a half hour, but usually it would 
amount. to several hours. 

Mr. Bow. It would be better than—what did you say the one we 
have there is—the English, the Decca, it would give us better coverage 
than the Decca? 

Dr. RetcHetperFer. Yes, it would. 
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COMMERCIALLY SPONSORED WEATHER BROADCASTS 





Mr. Bow. We discussed this a few years ago. I would like to get 
it again in the record. In how many areas do we have direct lines 
from radio or television stations to weather stations which are com- 
mercially sponsored ¢ 

Dr. Retcnevperrer. There are several varieties of services. I un- 
derstand you have reference to direct line into a Weather Bureau 
office so that the Weather Bureau man makes the broadcast directly. 

Mr. Bow. That is correct. 

Dr. Retcuyevperrer. That current number is 

Mr. Bow. Which is commercially sponsored. 

Dr. Reicne_perrer. Do you mean sponsored by the radio station 
or sponsored by outside businesses ? 

Mr. Bow. By outside people. 

Dr. Rercnyevprrrer. I do not believe we have that figure. The total 
number of direct broadcasts at the present time are 354. 

Mr. Bow. Off the record. 

(Discussion off the record.) 

Dr. Retcueiperrer. The number is 354 direct broadcasts. This 
does not mean that many stations, but that many broadcasts per day. 

Mr. Bow. Off the record, please. 

(Discussion off the record. ) 

Mr. Preston. On the record. 

Along the line of questioning by another member of the committee, 
I would like to read the following comments from page 18 of the 
staff investigator’s report: 





As noted, this is a special service to certain radio stations. These broad- 
casts are commercially sponsored in many instances. At present there is a 
total of 595 direct radio broadcasts. Of this number, 354 are sponsored and 
241 are unsponsored. This service also gives a special privilege to radio sta- 
tions, which has not been extended to television. The use of local teletype 
circuits makes this form of dissemination obsolete. 

Now, Doctor, out of 354 sponsored programs, vou are selling a lot 
of products. How do you view this? 

Dr. RetcHeLperrer. Well, it depends upon through which door 
you enter the room, Mr. Chairman. 

There certainly are several viewpoints here. We start with the 
fact that the Weather Bureau is maintained by the Government to 
get weather information out to the public. We have rules which we 
think avoid discrimination. Now, it is quite possible in the cases 
that we have just referred to that a sponsor makes money from the 
fact that his name is associated with weather information that people 
listen to, but on the other hand, if we were to issue an arbitrary 
rule that there be no sponsoring of broadcasts when they say, “And 
now we bring you the U.S. Weather Bureau,” the sponsor could very 
easily get that information from another source. He could get it 
from the telephone, he can get it from teletype, he can get it from the 
newspapers, and since the purpose is a public service, and since the 
most up-to-the-minute information and the most authentic informa- 
tion comes from the Weather Bureau man himself, we have felt that 
there was justification in order to give the better public service, for 
our accepting the sponsor where it was done without any undignified 
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advertising and where the Weather Bureau did not in any way endorse 
the produc ks 

We have been very careful about this. We have rigid rules about it. 

Mr. Presron. Do you make any distinction as between liquor and 
other products ? 

Dr. Reicuevperrer. I think we have ruled out the liquor. This has 
been discussed. There may be a few beer ones still going. We had 
some trouble, but we have had good cooperation with the st: itions, 
with the radio stations on the w hole. 

Here are two of the rules, or two of the considerations. This is 
quoted from a Weather Bureau paper. 

Sponsored broadcasts are more likely to obtain and retain favorable broad- 
casting schedules, which is a very important consideration, particularly where 
dissemination of storm warnings is concerned. 

A second point: 

In many communities, radio stations are not in a position to provide line fa- 
cilities necessary for direct broadcasts on a sustaining basis; hence, sponsorship 
may make the required facilities available. 

I do not think a conclusion can be drawn from these cases without 
taking into account the fact that after all the Weather Bureau does 
not have control. If we shut it off, the sponsor could still get the 
weather information and make his broadeast, but it would not be as 
good information as if he gets it directly from us, SO In a sense we 
would then be doing the public a disservice. 

Mr. Preston. Do you know how many man-hours are involved in 
this ? 

Dr. Rercuetperrer. There are differences of opinion. Most of our 
officials say it takes them very little time to prepare the script and 
that actually it is a timesaver because they reach, by radio, people who 
would otherwise call on the telephone. 

Of course, there are some individuals that may take an hour or two 
to write a 5-minute script, but I do not think this is the general case. 
Most of our stations feel this is a timesaver rather than a time con- 
sumer. 

With reference to the statement about not extending this service to 
TV, of course the reason is very good. We were asked, and a great 
deal of pressure was brought to bear on us in the beginning about TV, 
to furnish our people to go to TV stations. Well, of course, this is 
absurd. We cannot give the same services to TV as we do to radio 
because it requires personal appearance or is too costly to bring the TV 
equipment into the Weather Bureau Office as a regular thing, al- 
though this has been done in a few cases during storms, and of course 
it takes too much of Government employees’ time to go from the Of- 
fice to the TV station and put it on there. 

Mr. Preston. Who makes this decision as to whether a program, 
as to whether the weather information will be given out on a spon- 
sored program, the local weather station ? 

Dr. Reircnevperrer. The rule is not arbitrary, but in general we try 
to keep the number of weather broadcasts per day from any one sta- 
tion down to three or four. 

Mr. Presron. I mean as to whether the sponsor’s product is ac- 
ceptable. Is there any determination made, and if so, by whom? I 
do not mean by that whether you endorse the product, but for instance, 
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if somebody wanted to—I had better not use any items here—you do 
not have any guide for your people to go by as to whether they should | 
appear on a program sponsored by any given company ? 

Dr. Rercnevperrer. The general rule is if it brings any discredit or 
reflects against the Government in any way, it should not be sponsored, 

I have hesitated a bit because I am not up to the minute during the 
last year or so in just how this is going. I was very close to it a year 
or two ago when we were working out the rules, but in general, any- 
thing that brings discredit on the Government, or that represents un- 
fair competition, anything of that kind, or any service that we cannot 
give to anybody else who wants to use the same service, is not 
authorized. 

Mr. Preston. How about political candidates ? 

Dr. Reicuertperrer. I do not think we have ever been asked. We 
would have to cross that bridge. We haven’t come to it. 

Mr. Preston. It seems to me that would be a pretty good thing fora 
political candidate to do, to sponsor a weather broadcast. 

Dr. Reicnevperrer. It could be. We also try to encourage private 
meteorologists to get into this business and relieve us of the direct 
broadcasts. 

Washington has, for example, several private meteorologists, some 
of whom are in business by themselves and some of whom are with the 
radio stations. There are at least three of them. 

Mr. Preston. Mr. Horan? 


HORTICULTURAL SERVICE 


| 
Mr. Horan. I have a few questions I would like to ask and one 
observation. 

We appreciate very much, of course, and that is very important to 
the producers of perishable crops in areas where we may be suffering 
from frost, and that is pretty nearly the whole United States—it is a 
very good service and it is very much appreciated. It shows you how 
important this is to agriculture. We depend greatly on weather pre- 
dictions for shippers’ protective service. Of course, where I live we 
have a long haul to get to some of the major markets in the United 
States. That is very much appreciated, especially by those on the 
west coast. 

There is one other item that has been given a little prominence here 
lately. It involves the whole matter of the use of dusting by airplanes, 
which is an operation that has to be regulated. 

I am under the impression, Dr. Reichelderfer, that some 10 or 
12 years ago you conducted some experiments out in the State of 
Washington to determine the drift of dust? You did that by colored 
chalk or powder on snowfields ? 

Dr. Reicuecperrer. I believe our local stations there were engaged 
in that experiment; yes, sir. 

Mr. Horan. That is a very important item. It has had quite a bit 
of recurrence in trying to control the boll weevil. Who conducts those 
experiments ? 

Dr. ReicHevperrer. In some cases the experiment is not on a very 
large scale and it can be carried on as part of the regular work of our 
local office. I am not aware of any large-scale experiment of this kind 
which has involved the central office here in Washington recently. 
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Dr. Wexier. I do not know of any specifically but we have been 
studying the spread of smoke and other eftluents. 

Mr. Horan. We use this operation a great deal in my hometown 
which is one of the major world producers of apples, and we have had 
no trouble that I know of lately. Some of those facts involved in that 
of research would be important not in my area only but in the area of 
the chairman because a lot of dusting is conducted in the cottonfields. 
I know FAA has the job of policing this operation since airplanes are 
used. 

Dr. Rercuevperrer. That is right. 

Mr. Horan. That has been given considerable prominence because 
of the cranberry fiasco here lately. I merely wondered what the 
situation was. 

Dr. Retcnenperrer. I should say that the application that you 
have just mentioned is related very closely to rather extensive work 
on diffusion and air pollution we have been conducting for the Atomic 
Energy Commission. In a sense it relates closely to the diffusion of 
radioactive fallout because it is the same sort of problem, how the 
air currents cause the contaminant to drift from one place to an- 
other, so that we have in this broader sense been actively engaged 
in rather large-scale research. 


AIR POLLUTION STUDIES 


Mr. Horan. What is the extent of the work of HEW in the field 
of air pollution ? 

Dr. Wexier. The Weather Bureau works closely with the HE W 
Public Health Service, studying smog at the Taft Sanitary Engineer- 
ing Research Center at Cincinnati and the smog authorities at Los 
Angeles. We have personnel working in consultation with the spe- 
cialists of HEW studying problems of community air pollution. 

With respect to this dusti ing problem, the Delta Drogen in Louisiana 
has as one of its functions the prediction of the best meteorological 
conditions for dusting. 

Mr. Horan. Is that in junction with the Stoneville Research Sta- 
tion ? 

Dr. RetcHeLperrer. I believe so. 


SPONSORED WEATHER BROADCASTS 


Mr. Micuen. One question on commercially sponsored weather pro- 
grams. Have there been any communications received by the Weather 
Bureau at all with respect to a problem of discrimination by any 
station at all or by any proposed potential sponsor of one of those 
programs ¢ 

Mr. Rercueiperrer. A number of years ago we had a number of 
criticisms. There were growing pains as to just what the Govern- 
ment should do and the private meteorologists should do. Recently 
there have been no objections which have come to my attention. 

Mr. Micner. Not one in the past year? 

Dr. RetcuHEetperrer. There could have been some. They didn’t 
come to my attention. 

Our general rule on this is that if there is a private enterprise that 
will take it over we withdraw. 
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Mr. Micuer. In the citation Mr. Horan gave, the Public Service 
which can be given up in his area on frost information, for instance, 
[ can conceive that if I were in the particular business of selling to 
fruit farmers a particular product that it would be to my advantage 
to be sponsoring that kind of a program for the fruit farmers who 
would be so interested, and I can also conceive that if I had two or 
three competitors, all of whom would like to have the same service, 
we might run into the problem of getting a particular radio station 
to grant us the time. 

You never have had serious complaints in this connection at all ? 

Dr. Rercnevperrer. There have been some, but none in which there 
is any dissatisfaction at the present time. We try to keep closely in 
touch with this. 

Mr. Bow. How about where vou have four or five different radio 
stations in a city? Who selects which radio station gets the service? 

Dr. Retcuetperrer. When it becomes greater than the traffic can 
bear and when it is an imposition on Weather Bureau time we say 
either you all put out the same broadcast at the same time or the Bu- 
rean will be unable to serve any of you. We share microphones in 
those cases. 

Mr. Bow. In other words, one broadcast for the four stations, or 
whatever number of stations? 

Dr. Retcnevperrer. That is right. 

Mr. Bow. Some may be sponsored and some way not ? 

Dr. RercHevperFer. That is right. 

Mr. Micuer. What is the maximum number of broadcasts that 
would be given from any one weather station around the country dur- 
ing the course of a day ? 

Dr. Retcnevperrer. I don’t think there is any that give more than 
five. Wetry to keep it down to three or four. 

Mr. Micuer. That would be a maximum of perhaps 5 minutes for 
each one, would it not ? 

Dr. Retcnevperrer. For the most part. Sometimes it is only 1 
or 2 minutes. In very rare instances do they go to 10 or 15 minutes. 

Mr. Micuet. So in toto if there are no more than three or four at 
the maximum, or five times five, 25 minutes or no more than a half 
hour’s maximum time 4 

Dr. Rercnevperrer. That is right. 

Mr. Horan. As far as frost warnings are concerned they may be 
more extensive ? 

Dr. Retcuetperrer. That is what I meant, when you get into a 
special bulletin. 

Mr. Horan. We do not do so much of it now. There was one we 
sprayed with liquid sprays, and frost warnings were very good. They 
were given in detail by communities throughout a rather extensive 
area. That took 5 or 6 minutes at least as I recall it. It gave each 
community information at a given time. It was very much appre- 
ciated. I can tell you that. 
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EMERGENCY RADIO BROADCASTS 


Mr. Bow. Is it not true, too, there are times when you request radio 
stations to make broadcasts in emergency situations / 

Dr. RercHeLpERFER. Yes. 

Mr. Bow. ‘Tornadoes, hurricanes, and so on 4 

Dr. REICHELDERFER. Yes. 

Mr. Bow. And you keep advising them so they can advise the 
people ¢ 

Dr. Reicuevperrer. That is quite true. 

Mr. Bow. You have cooperation from the radio and television 
stations on that, do you not ? 

Dr. RercHeLperFer. Very excellent cooperation. 


WEATHER BUREAU ORGANIZATION 


Mr. Preston. One of the comments made by the staff investigator 
isas follows: 
The previous report of the staff stated that: 


There should be a reevaluation of the organizational structure of the Bureau 
and significant changes made. It was also observed that too many persons 
report directly to the Chief of the Bureau. 

The Weather Bureau is currently considering a reorganization plan for 
central organization and functions. 

This plan provides no basic change in the administrative operations which 
are under an Assistant Chief for Administration who is in charge of the 
Budget and Management Division, Personnel Management Division, Adminis- 
trative Operations Division, Public Information Coordinator and the Regional 
Administrative Offices. It has been observed by the staff that the administra- 
tive operations appear to be well-organized under the present Assistant Chief 
who is actively carrying out his functions. 

Present operational procedures and the new plan provide for an Assistant 
Chief for Technical Services in charge of the Hydrologic Services Division, 
Forecast and Synoptic Reports Division, Observation and Station Facilities 
Division, Instrumental Engineering Division and the District Meteorological 
Offices. This Assistant Chief serves as the principal adviser on technical pro- 
gram operations, developing and conducting programs in the fields of forecast- 
ing, observations, synoptic meteorology, hydrology, instrumentation, communica- 
tion and station facilities. 

The position of Assistant Chief for Technical Services was provided by the 
present organization plan but it is presently filled only on a part-time basis. 
According to Dr. Reichelderfer, he has not been able to obtain the full-time 
services of a competent meteorologist with executive ability to fill this position. 

Is that your observation ? 

Dr. RercHeLperrer. I do not think I said “competent.” This is toy- 
ing with words. In effect this is the substance of what I said. 

Mr. Preston. Today you have with you 13 topflight staff people 
who are on a pretty high level. I must say, as I have observed them 
during the day, those who have participated in this hearing appear 
to be alert and competent people who must be well situated where 
they are. Out of these 13 people you do not have anyone who can run 
that section ? 

Dr. RercuetperFer. The best answer would be to ask each one in 
turn, Mr. Chairman. 

he decision on this, certainly if it would be easier for me and the 
Weather Bureau could do a better job by having this job filled by one 
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of the present members of the staff, I would have done this long ago, 

Let me tell you what I have done: There have been many changes 
in organization in the last several years. Going back as far as 4 or 
5 years ago. Mr. Little was assistant chief for technical services. He 
handled this area. When Mr. McDonald retired as Deputy Chief, 
Mr. Little was shifted to Deputy Chief and in the meantime the sery- 
ices were becoming very much more technical; that is, numerical 
weather prediction and other advances came along. 

We didn’t find one whom we felt we could spare for that assistant 
chief job without robbing Peter to pay Paul when Peter needed the 
talent more than Paul did. 

I have continuously tried to fill the job. I have consulted staff in- 
side. I have consulted most of the top people here as to whether it 
would be better to fill that job now or to leave some of the candidates 
that can take the job in their present positions. 

It was the consensus it would be better not to make a change at the 
present time. 

The slot is not vacant. Dr. Rex, who is one of the best qualified 
younger meteorologists, he is a good executive and is in charge in the 
Navy of an operation which is very similar to our development of 

technical services is in the position part time. I tried to get him full 
time but the Navy will not let him go. 

Mr. Kutschenreuter, whom I mentioned this morning and who has 
served extensively in this office for 3 or 4 years, his services are avail- 
able, so it is not a vacant spot. It just seems to us under the present 
circumstances the best way is to carry it on as we are now and not 
fill it with someone where we would have to rob a more important 
job or where we would put over these other branches someone who is 
not really a leader in this most technical field. 

I have not only consulted inside staff but I have a personnel advi- 
sory committee composed of the chairman of the Department of Mete- 
orology at the University of Chicago, the head of research in meteor- 
ology in the Travelers Insurance Co.. the chief scientist of the Ford 
Motor Co., and the president of the U Iniversity of New Hampshire. 
I have taken up this subject with them individually. 

Mr. Preston. That is where you made your mistake, Doctor. This 
thing has become an insoluble problem now. I doubt you will ever 
get anyone. 

Dr. Retcuevperrer. In the effort to get hold of a highly qualified 
leader, we cannot pay enough money to attract the type of man if we 
recruit from the outside. 

Mr. Preston. What grade does the job have? 

Dr. RercuevperFer. It is GS-16 now. It should be a 315 paying at 
least $17,000. 

Mr. Preston. How many super grades do you have in the agenev? 

Dr. Rercuenperrer. In the GS series and 313 series we have eight 
or nine, eight altogether. 

Mr. Preston. Eight super grades? 

Dr. RetcHeLperFer. Yes, sir. 

Mr. Preston. Are they all present ? 

Dr. Retcuetperrer. One is not here. He is in charge of the Na- 
tional Meteorological Center at Suitland. He is one of the men I 
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talked with whom we considered to fill this job, However, the thing 
he is doing now, and he is more or less irreplaceable there at the pres- 
ent time because there are only a handful of people competent in 
this numerical weather prediction field, is more important. 

Mr. Preston. What grade does the job have { 

ult you care to you can ask anyone of the gentlemen here, Dr. Wex- 

:, Dr. Landsberg, and see if their answer agrees with mine. 

“Mr. Bow. It had better. 

Dr. Reicuevperrer. I was afraid you would say that. No, they 
are free agents who can say what they please. 


SUPERGRADES 


Mr. Bow. If the chairman will vield to me I am amazed that there 
are only eight supergrades there. I would have an idea that an agency 
with the importance and requiring the technical skills of your agency 
would have more supergrades. 1 would be in favor of more super- 
grades so you could attract the kind of talent you need in this par- 
ticular type of work. 

Dr. REICHELDERFER. Yes, sir. 

Mr. Bow. I don’t know how you have done it with only eight. I 
don’t often want to spend money, I admit, but here is a place where 
some should be spent. 

Dr. ReicHeLDERFER. We have made very strong justifications, and 
I believe they expected to have more supergrades last fall, but this 
did not turn out, and I am informed that very strong representations 
are being made now for additional supergrades and that the Weather 

surean will get some. 

Mr. Bow. That isall, Mr. Chairman. 


ORGANIZATION 


Mr. Preston. I would like to say for the record that the second in- 
vestigative report made at the request of the committee to a large 
degree confirms the findings of the previous investigator, but I shall 
not go through this point by point. Many of the subjects already 
have been discussed in the course of the testimony. 

[am somewhat of the opinion, Doctor, that we have increased your 
appropri: ition so rapidly, salaries and expenses, for example, having 
doubled since 1951, that perhaps the agency has not been able to gear 
up to this high rate of appropriations. I may be wrong about that, 
since that is the opinion of one man. 

Dr. Rercuevperrer. Might I comment, sir? 

Mr. Preston. Yes, sir. 

Dr. RercHeLpEerrer. We have been aware of the need for changes 
inorganization. We have made a number of changes. We try to keep 
the organization flexible and adaptable. We have had no difficulty 
spending the money, of course, even though the increases have been 
relatively large. 

I think we pretty generally have the reputation of spending our 
money wisely. I refer in particular to the comments that we receive 
from outside representatives and members of the American Meteoro- 
logical Socie ty and others. 
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We drive hard bargains when it comes to contracting. Our staffs 
are pretty much at the minimum to render the 24-hour continuous 
service that we have to render, and we have tried to keep the necessary 
administration, the administrative staff that is necessary to do a 
good job, without getting tied up in excessive administrative over- 
head. 

We are just now reviewing the situation and hope that we will have 
the benefit of some additional outside expert comment and consulta- 
tion in management and administration. 


STAFF INVESTIGATION 


Mr. Preston. I shall not burden the record with the two pages of 
details but I will state that the age who made this investigation 
visited numerous facilities. In fact, I do not see how he got around 
to so many in the period of time he had. He got to the Weather 
Bureau as well as many other places where related activities were 
conducted to shed light on this subject—missile ranges, universities, 
FAA, military installations, and many of your own installations 
throughout the United States. This includes three winter sports 
forecasting offices. He apparently, therefore, got a very good look 
at your operation all over the country. I suppose all these installa- 
tions reported to you that he was there ? 

Dr. Rercneiperrer. Most of them did, yes, sir. 

Mr. Preston. Directly to you? 

Dr. Reicuenperrer. No, sir. Sometimes it was to Mr. Grubb, 
sometimes to—— 

Mr. Preston. That is when you were in Europe / 

Dr. Rercneiperrer. No, many got this information directly. 
Eventually it got to me but I was certainly not the first one to know 
about it. 

We tried to provide all the information the auditors or investigators 
wanted. We instructed our stations to regard the audit as an oppor- 
tunity to present facts that would not only help the investigators but 
would in turn help the Bureau where improvements could be made. 

We are not allergic to changes and improvements, Mr, Chairman. 

Mr. Bow. Mr. Chairman, we have read from the investigator's 
report. I think most of the criticism is good and constructive and 
should be followed. 

I would like to read the closing paragraph of the staff observations. 


The staff’s review of special services indicated that the Weather Bureau oper- 
ation was generally efficient and at a low cost to the Government. It is believed 
that other Government agencies should give more consideration to the use of 
Weather Bureau personnel and facilities for meteorological support required 
at any special service operation. 


I thought we ought to read that paragraph as well. 


Dr. REICHELDERFER. Yes, sir. I thank you. 
Mr. Preston. And on that happy note we will adjourn the hearings. 
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Turspay, JANUARY 19, 1960. 
COAST AND GEODETIC SURVEY 


WITNESSES 


REAR ADM. H. ARNOLD KARO, DIRECTOR, COAST AND GEODETIC 
SURVEY 


JOHN M. AMSTADT, BUDGET OFFICER 


Mr. Preston. The committee will come to order. The first item 
we shall take up this morning is Coast and Geodetic Survey appro- 
priation, page 31 of the committee print, and 201 of the justifications. 


JUSTIFICATION OF THE EsTIMATES 


We shall insert pages 201 and 208 through 214 of the justifications. 
(The justifications referred to are as follows:) 


CHANGES IN LANGUAGE 


Language added: “or magnetic” 

Purpose: It is desirable to utilize available qualified federal employees us 
magnetic observers wherever possible to obviate the necessity of contracting for 
such work. This will afford greater flexibility in operation and provide better 
service at less cost to the Government. 

Language added: “Provided further, That the property known as the Fleet 
Landing Site at foot of York Street, Norfolk, Virginia, may be transferred, with- 
out reimbursement, from the Department of Defense to the Department of Com- 
merce.” 

Purpose: To authorize the exchange of the property without reimbursen 
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Relation of costs to obligations 





1958 1959 1960 1961 
actual actual estimate estimate 


| | | 

Selected resources at end of year: | 
Inventories and items on order: 

Stores (goods unconsumed by projects).........| $503, 474 $497, 811 $615, 411 $568, 411 

Unpaid undelivered orders (appropriation bal- | 

ances obligated for goods and services on order | 




















Oe WE WOMINOOND «oc cocks: cduck cansdnnnceanat 682, 896 607, 990 376, 390 309, 39 
Inventory of charts for sale_______...._...--___-| 399, 679 463, 835 463, 835 463, 835 
Inventory of publications for sale........._.-- mel Scoas Setceeitae col 80, 028 80, 028 80, 028 
Jd i ee 26, 206 20, 317 20, 317 20, 317 

Total, selected resources at end of year__.__-- 1, 612, 255 1, 669, 981 1, 555, 981 1, 441, 981 

Selected resources at start of year (—)_..--_- ue DE Rate —1, 612, 255 |—1, 669, 981 | —1, 555, 981 
Adjustments of selected resources reported at start 

DEE op ttieieedetnic ctu rgbabcoskaxeneuiaiente | Ras aauwnes EGR TRO Bansaccncccedl aya weerne 

Costs financed from obligation of other years, net (—)__}......-..-.- — 107, 020 —114, 000 —114, 000 


Mr. Preston. We are again delighted to have Rear Admiral Karo 
with us to justify the budget. I will inquire of the admiral if he hasa 
prepared statement. 

Admiral Karo. I do, sir. 

Mr. Preston. Would you like to read it at this time, Admiral? 

Admiral Karo. I would. 

Mr. Preston. Proceed. 


GENERAL STATEMENT 


Admiral Karo. Mr. Chairman and members of the committee, I am 
pleased to appear before you again and present our budget request 
for fiscal year 1961. I sincerely believe that this budget will help us 
meet, in the main, our most. pressing statutory responsibilities for safe- 
guarding and promoting marine and air commerce and also some of 
the most pressing needs of the scientific and engineering community. 
In addition it will give modest research support to science and tech- 
nology in those areas in which the Coast and Geodetic Survey has 
specific responsibilities and special competence. 

The demands for our services and products continue to increase and 
for fiscal year 1951, as in past years, it has been necessary to program 
our operations on astrict priority basis. 

Recognition of the part that research and development can and must 
take in the continued advancement of our scientific and technological 
efforts and of our economy and for the defense of the Nation, is indi- 
‘ated by the increasing national emphasis on research and develop- 
ment. A small ($302,000) but vital program is included in these esti- 
mates for a continuing effort in those areas where we possess special 
competence, interest, and responsibility. Many of the larger national 
efforts are dependent, in part at least, on the basic efforts and data 
produced by this Bureau and other old-line agencies. Not to use this 
special competence and to develop more fully its productivity would 
be unwise and uneconomical. 

Although most of our nautical charting activities and associated 
hydrographic and tides and current programs are in themselves phases 
of oceanography. they do not cover the oceanographic field to the ex- 
tent recommended by the National Academy of Sciences, National Re- 
search Council Committee on Oceanography, and as reviewed and 
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recommended by a special committee of the Federal Council for Sci- 
ence and Technology. 

To increase the national competence and to make a start on this more 
comprehensive oceanographic program, funds are requested for the 
operation of the ship Pioneer ($1,025,000) and for specialized ocean- 
ographic equipment ($975,000) for the ships Pioneer, Surveyor, Ew- 
plorer, and Pathfinder and for the other units of our fleet. 

Additional funds ($905,000) are requested in the vital field of aero- 
nautical charting and supporting operations such as airport surveys 
and obstruction charts to enable the Bureau to more nearly meet civil 
aviation requirements for aeronautical charts and associated informa- 
tion produced by the Bureau. At a meeting between the Under Sec- 
retary of Commerce and the Administrator of the Federal Aviation 
Agency on December 14, 1959, it was jointly agreed that the Federal 
Aviation Agency would look to the Department of Commerce to sup- 
ply civil aviation requirements for aeronautical charts. The 1961 
estimates will enable the Department of Commerce, through the Coast 
and Geodetic Survey, to provide for the most urgently needed aero 
nautical charting items in support of civil aviation and for military 
aviation where the requirements are parallel. 

Funds are also requested ($250,000) for the initial development of 
a ship base at Norfolk, Va. The need has long existed for an ade- 
quate base for the Bureau’s east coast survey vessels. With the pro- 
jected acceleration in oceanography, the need becomes even more 
urgent. 

Funds are requested for the replacement of launches, whaleboats, 
and small boats used by our survey ships in their farflung survey 
operations in exposed and dangerous waters; for electronic position- 
ing and other surveying equipment: for annualization of operating 
costs of the ship Surveyor; for the implementation of the Fredericks- 
burg Geomagnetic Observatory and Laboratory; and for other vital 
Bureau operations such as nautical charting and photogrammetry to 
bring these operations and capabilities more nearly in line with re- 
quirements and need. 

Modest increases are also requested for observations and investi- 
gations in the fields of gravity, astronomy, and seismology, and for 
bench mark recovery and preservation work. 

For pay for retired officers as provided by statute, it is estimated 
that an additional amount of $64,000 will be required in fiseal year 
1961. , 

; In the field of construction, $350,000 is requested for the construe 
tion and equipping of a first-class seismological laboratory. The 
function of conducting seismological investigations has been vested in 
the Coast and Geodetic Survey by statute. This laboratory is espe- 
cially needed for the further development of sensitive detection equip- 
ment and techniques for monitoring nuclear explosions. 

Funds are requested in the amount of $6,900,000 for the constr ic 
tion and equipping of three class III surveying ships pursuant to an 
approved construction and replacement program and for the Bureau’s 
nautical charting program. This committee is well aware of the ur- 
gent need for this construction due to the general condition of the 
Bureau’s fleet of vessels as determined by a comprehensive condition 
survey which indicated the obsolescence, overage and continued de- 
terioration of most of the fleet and recommended a replacement of 
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most of the ships within 6 years or less. The planned replacement 
program is indicated on page 295 of the detailed estimates. 

An indication of the public demand for our products is the con- 
tinued increase each year in the amount of moneys covered into the 
Treasury from the sale of charts and publications to the public, 
Receipts from these sales reached an alltime high of $735,272 in fiscal 
vear 1959. 

Supplemental exhibits showing planned areas of work and the 
status of field surveys have been prepared and furnished the com- 
mittee. 

I will be happy to discuss in detail any or all of the items presented 
in our budget request. 

Mr. Preston. Admiral, this is the largest increase that has been 
brought to the Congress by the Coast and Geodetic Survey since I have 
been a member of the Appropriations Committee. 

Amiral Karo. I might say, Mr. Chairman, they are increases that 
are well justified and I feel have been too long delayed. There is 
one section of the increase that strictly deals with the oceanographic 
problem, which has been finally recognized to be of importance to our 
economic welfare and also for the security of the Nation. 

It might be interesting, too, Mr. Chairman, to note that even though 
this is an extremely large increase compared to what we have had in 
the past, that our projected personnel employment will be less than 
what we had in 1952, 1953, and 1954 and, considerably less than we 
had for many years previous to that. 

Mr. Preston. Are they any general questions or shall we go into the 
budget detail ? 

Mr. Bow. Let us go into the budget detail, Mr. Chairman. 
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SALARIES AND EXPENSES 


Program and financing 








1959 actual 1960 estimate | 1961 estimate 
2 sa ale ‘ A ace esataenaiea! eee i Rl Rae eae 
Program by activities 
Direct program: | 
1. Surveys and charts for marine and air navigation $8, 288, 6 $9, 732, 500 $13, 432, 300 
i 2. Geodetic control __- ai ethos 2, 235, 26 2, 285, 000 2, 375, 500 
j 3. Earthquake investi igation_- oaks Se mieieaebeoal 222, 765 236, 100 327, 500 
4, Instrument services_- aeeas 307, 325, 200 326, 100 
| 5. Retired pay, commissioned officers ---- voaacal 642, 5 695, 000 759, 000 
j 6. Administration. -.......-.- aa ene amen a aee | 844, } 890, 200 893, 600 
I Total direct program costs - -- 12,541,136 | 14, 164,000 18, 114, 000 
| 7, Relation of costs to obligations: Costs financed from 
' obligations of other years, net (—)-_------- ee —107, 020 —114, 000 —114, 000 
i Total direct program obligations - ---- ede cande 12, 434, 116 14, 050, 000 18, 000, 000 
Reimbursable program: 
1, Surveys and charts for marine and air navigation __-| 2, 469, 715 1, 724, 500 1, 080, 000 
2. Geodetic control paaws : ; 2, 198, 575 1, 988, 100 1, 122, 000 
3. Earthquake investigation. .-......-.-- i <eudeeoe 188, 220 313, 700 375, 800 
4. Instrument services..---- ‘ ; 23, 593 29, 500 29, 500 
j 6. Administration -.....-...-- cna tauus sane eee = 286, 200 241, 900 149, 000 
Total reimbursable program costs. ........------ 5, 166, 303 4, 297, 700 2, 756, 300 
i 7. Relation of costs to obligations: 
} Costs financed from obligations of other years, 
| net (—) eee ; BE Tie ktcesussseen 
; Obligations incurred for costs of other years, net - | OO GFE Posans a 


Total reimbursable program obligations- - -- 5, 226, 874 Fe 4 257, 200 2, 756, 300 


Total program (obligations) -........--. ee 17, 660, 990 18, 307, 200 20, 756, 300 
Financing | 
1959 appropriation available in 1958_.......-..__-- 286, 228 
Unobligated balance transferred from “Ship construction 
(liquid: a ontract authorization),’’ maritime activ- 
ities (73 Stat. sia - ‘ — 36, 950 
Advances and re asa nts from 
Air Force sata Ss eeine male ic eacelaati tie dea : . —1, 022, 526 —957, 200 — 868, 300 
Army : iene Re | 953 | 539 | — 243, 300 — 37, 600 
Navy ies he - —1, 134, 535 | —602, 200 —187, 000 
Department of Commerce. -- TES EEO CE ESTEE — 252, 738 | —135, 700 | — 48, 400 

| 

| 


” 





Miscellaneous Federal agencies a ae .--| —1, 167, 236 —1, 216, 600 —818, 900 
Miscellaneous non-Federal sources | —1, 378, 143 —1, 102, 200 | —796, 100 
Proceeds from sale of personal property applied (40 | 
U.S.C. 481(¢)) . —18, 157 | Sen ltd 
Unobligated balance no longer available wal 10, 206 |... mi |. 


Appropriation (new obligational authority) -- | 12,693,600 | 14, 050, 000 18, 000, 000 
1 ' 








and for providing special surveys and related data (33 U.S.C. 883(e)). 


NoTE.— Reimbursements from non-Federal sources were derived from the sale of special maps and charts 
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Object classification 











| | 
1959 actual | 1960 estimate | 1961 estimate 


Total number of permanent positions_- 
Full-time equivalent of all other positions 
Average number of all employees_ 
Number of employees at end of year..__-.--- 


1,644 | 1,658 | 
48 | 483 

9.115 2, 066 

2, 172 2, 147 








| 1, 666 
| 549 
| 2, 135 
| 2, 160 





Average GS grade and salary.....-.-- Foam 6.6 $5,658 | 6.6 $5,707 | 
Average salary of ungraded positions: 
Crews of vessels. ......-------- ail Wren re. ‘ $4, 304 | $4, 3: $4, 273 
All other ungraded Se ale oS eee gh ae $6, 292 | $6, ¢ $6, 372 
Personal service costs: | | 
Permanent positions si isa ele ee ; - $9, 227,368 | $9, 370, 600 | $9, 498, 000 
Positions other than permanent : 2,211,633 | 2, 006, 500 | 2, 262, 100 
Other personal services 594,105 | 568, 100 | 499, 300 
in) Ses wis Co Souosaaneasucaneome 12, 033, 106 11, 945, 200 12, 259, 400 
Direct program | 
01 Personal services...........-. 8, 747, 517 | 9, 700 10, 621, 700 
RE se a eee 484, 406 | 600 696, 500 
ok” ea D OI CATEI nn bcc w cee : 76, 698 | 600 110, 800 
04 Communication services... . 2 ‘ ion 106, 869 300 108, 000 
05 Rents and utility services___- 143, 181 100 168, 500 
06 Printing and reproduction__- 78, 144 3, 000 83, 000 
07 Other contractual services 194, 144 | 300 655, 000 
Repairs of vessels el 92, 620 000 | 350, 000 
OS Supplies and materials 828, 665 c 800 1, 336, 700 
Chart and bond paper- p 192, 036 400 313, 300 
Repairs of vessels 80, 717 , 000 42, 000 
09 Equipment aoe “a . eats 374, 331 300 2, 096, 500 
Repairs of vessels. oe Be tee, 13, 952 | "300 137, 400 
10 Land and structures steal i é 25, 000 
11 Grants, subsidies, and contributions 473, 611 514, 100 595, 400 


12 Pensions, annuities, and insurance claims: Pay of 
retired officers - 642, 594 695, 000 
13 Refunds, awards, and indemnities_- 3, 434 
15 Taxes and assessments 21, 042 24, 400 
Subtotal __- steer 12, 55 14, 174, 900 
Deduct quarters and subsistence charges_- 10, 900 
Total direct costs - - ; 12, 541,136 | 14, 164, 000 | 
Costs financed from obligations of other years, net (—)- 000 


Total direct obligations_ ee ttn 1 
Reimbursable program: 
01 Personal services ; ie : — rem 
02 Travel.......-- aaiok ihe ata a sen 
03 Transportation of things > 
04 Communication services_- ne es oe = 
05 Rents and utility services___ oe Be dides nl 
06 Printing and reproduction -_-- 
07 Other contractual services- 
Repairs of vessels ; 
08 Supplies and materials_- 
Repairs of vessels : 
Chart and bond paper-.- as Saaenciunbiee 
09 Equipment. P piencll 
11 Grants, subsidies, and contributions_- 
13 Refunds, awards, and indemnities---_-__-- ae sl 
15 Taxes and assessments. 
Total reimbursable costs__..._-.-- ‘ : 
Costs financed from obligations of other years, net (—)-. 
Obligations incurred for costs of other years, (net) --- 
Total reimbursable obligations-_--_---- 
a 


Total obligations... 


2,434,116 | 14, 


3, 285, 589 | 





— 107, 020 —114, 


2, 626, 500 
400 
23, 500 


nay 
to 


438, 053 
49, 697 
29, 477 

144, 645 | 

Seek hace Gee 
79, 660 | 115, 700 
86, 515 | 20, 600 

479, 070 420, 800 


199, 800 


6, 117 | 6, 000 | 
215, 130 202, 500 
176, 473 | 83, 400 | 
162, 684 | 139, 300 

762 |_ 
7, 456 4, 900 
5, 166, 303 | 4, 297, 700 | 
—40, 500 | 
60, 571 | 
5, 226, 874 | 4, 257, 200 
7, 660, 990 18, 307, 200 | 


050, 000 | 


34, 300 | 


759, 000 


26, 100 

18, 124, 900 
10, 900 

18, 114, 000 
—114, 000 


18, 000, 000 


1, 637, 700 

253, 600 
10, 800 
22, 900 
94, 900 





a 208, 400 
86, 000 
| 86, 100 


| 3, 200 


2, 756, 300 


20, 756, 300 
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Mr. Preston. Let us insert in the record at this point pages 215 


through 218. 
(The pages referred to follow :) 


Summary of requirements 


\ppropriation, 1960 (regular bill) 
N dd: Cost of health benefits program 
Deduct: Nonrecurring 

Extra compens ible day 





Requirements 


400 
300 


000 | 
100 | 


000 
200 


000 


000 


000 


Conversion of Coast Guard aircraft. 
Total 
Base for 1961__ 
Net difference—1961 over 1960 
| 
| 1960 
adjusted 
| 
Surveys and charts for marine and air navigetion...| $9, 639, 
Geodetic control _- ; 2, 294, 
Earthquake investigation. " ee 237, 
Instrument services. -_. 326, 
Retired pay, commissioned officers---- 695, 
Administration 893, 
Total program osts. | 14, 085, 
Costs financed from obligations of other years, 
net (—)- | —i4, 
Gross requirements 13, 97 1, 





1961 
estimate 


759, 000 
893, 600 


18, 114, 000 


—114, 000 


18, 000, 000 





Total estimate of appropriation, 1961_._- eames 


$14, 050, 000 
80, 000 
$34, 000 
125, 000 
eae 159, 000 
Sd inegh ein as 13, 971, 000 
Difference, 
increase (+) 
or de- 
crease (—) 
+$3, 792, 900 
+81, 200 
| +90, 500 
4-64, 000 
+400 
+4, 029, 000 
| 
+4, 029, 000 4, 029, 000 
resendeesene | Oe 
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ADDITIONAL POSITIONS 


Mr. Preston. Let us get down to the business of these increases in 
salaries and expenses, Admiral. There are 122 positions under “Sur- 
veys and charts for marine and air navigation.” Explain why you 
need 122 new positions in this operation. 

Admiral Karo. It is divided. 

Mr. Preston. Do you have a breakdown of them? 

Admiral Karo. Yes, sir. 

Mr. Preston. What page? 

Admiral Karo. I have a breakdown. They are shown in the vari- 
ous parts of the individual justifications. On page 227, annualization 
of the Surveyor; on page 232, 4 positions for implementation of 
“Fredericksburg Geomagnetic Observatory and Laboratory”; page 
236, 15 positions for “Nautical charts” and on page 237, 3 positions for 
the “Small craft charts.” Under “Oceanography” on page 237—A 
there are 14 positions for the ship, Pioneer, and on pages 240 and 241, 
66 positions for “Aeronautical chart compilation, reproduction and 
distribution”; page 245, 16 positions for “Airport surveys” and on page 
252, 2 positions for “Research and development in hydrographic sur- 
veying’; on page 253, 3 positions for “Research and development in 
geomagnetism”, 2 positions for “Research and development in hydrog- 
raphy” and 2 positions for “Research in photogrammetry”; on page 
254, 7 positions for “Research and development in aeronautical 
charting.” 

Mr. Preston. It seems like you ure beefing the thing up all across 
the board, 

Admiral Karo. That is correct, sir. We have been continually 
faced with increased operating costs. Every one of our operations is 
at the point of breakdown if we do not increase the means with which 
to take care of our responsibilities. 

Mr. Preston. Is this a condition that has just come into existence 
recently ? 

Admiral Karo. It issomething that has been building up. We have 
tried to effectuate economies and shortcuts and we have squeezed to 
the point where we simply cannot squeeze anymore. Our whole pro- 
gram is in jeopardy. 

Mr. Preston. Have you been able to supply the charts that have 
been requested by aviation interests, military and otherwise ? 

Admiral Karo. No, sir. We have not been able to supply the full 
demands of the FAA. They furnish us each year a statement of the 
requirements for the charts and associated services necessary to sup- 
port civil aviation. These estimates for aeronautical charting are 
based on these requirements. There is one area, airport surveys and 
obstruction charts, that in the past we have not been able to program 
to meet their requirements and even this budget will not program 
sufficient operations in airport surveys and obstruction charts, to ful- 
fill what has consider to be the requirements. Otherwise, I think 
that we pretty well meet their main requirements for aeronautical 
charts. This doesn’t satisfy their stated requirements to the full ex- 
tent, but it is what we believe would be justified. 

Mr. Preston. Are you familiar with this chart ? 

Admiral Karo. Yes, sir. I have a copy right here, sir. 
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Mr. Preston. On the left-hand column under “Positions,” are those 
the increases? 

Admiral Karo. Yes, sir. 

Mr. Preston. And the other column, “Average number,” would be 
the average number of employment through the year 1961? 

Admiral Karo. The increased average employment, yes, sir. 

Mr. Preston. Increased average ? 

Admiral Karo. Yes, sir. These in the left-hand column are perma- 
nent. 

Mr. Amstapr. Those are permanent positions. The other column 
is the average number which is the equivalent of the man-years em- 
ployment. 

Mr. Preston. Let us go off the record. 

(Discussion off the record. ) 

Mr. Preston. On the record. 

How many of these positions shown on this chart relate to continu- 
ation of present activities and how many would be related to com- 
pletely new activities for fiscal year 1961 ? 


OPERATION OF SHIP “PIONEER” 


Admiral Karo. The only completely new activities would be the 
operation of the ship Pzoneer. 

Mr. Preston. Off the record a moment. 

(Discussion off the record.) 

Mr. Preston. On the record. 

Admiral Karo. The Pioneer is a ship which we formerly operated 
on our own funds. Due to the shortage of funds we were forced to 
lay her up, I believe in fiscal year 1954, “and shortly thereafter she was 
removed from layup and has been operating continuously under con- 
tract to the Navy and is still operating as such under a contract. which 
will expire on June 30, 1960, after which we propose to put her on 
oceanographic work. 

Mr. Preston. The work she will be doing will not be related to 
charting ? 

Admiral Karo. The primary work will be oceanography, second- 
ary charting. 

OCEANOGRAPHY 


Mr. Preston. Oceanography is a new activity being undertaken by 
the Coast and Geodetic Survey, is it not ? 

Admiral Karo. That is not quite correct. Most of our hydro- 
graphic and charting work is a phase of oceanography. 

Mr. Preston. But a new phase which you are going into? 

Admiral Karo. Yes, sir. 

Mr. Preston. Where in your statements do you have a statement 
which relates to this objective i m the field of oceanography ? 

Amiral Karo, I think it is 237—A. 

I think this committee is aware of the increasing emphasis that 
has been placed on oceanographic investigations. 

Mr. Preston. Suppose you give us at ‘this point your definition or 
vou concept of what oceanography is and why the Coast and Geodetic 
Survey should move into this field. What is it, Admiral? 
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Admiral Karo. I would be very happy to. I think the easiest 
thing is to quote from the International Maritime Dictionary which 
defines oceanography, “Includes investigations which deal with the 
form and divisions of all the marine area on the surface of the globe; 
the winds that blow over the surface water; the contour of the ocean 
bed from the sea level down to the greatest depths; the temperature, 
density, salinity, the circulation, the physical and chemical proper- 
ties of seawater; the tides, currents and waves; the composition and 
distribution of marine deposits; the nature and distribution of marine 
organisms on the surface, in the intermediate waters and on the floor 
of the ocean; modification brought about in living things by the con- 
dition of their existence and the relations of man to the ocean in the 
development. of trade, fisheries, navigation, hydrography, and marine 
meteorology.” 

Mr. Yates. Was there anything left out of that? 

Admiral Karo. Practically nothing much, no, sir, but it is a study 
of the ocean and its environment as it affects our people. It is some- 
thing which is extremely vital to this country and the cataloging 
and discover y and development of our marine resources and the need 
for national defense I think is well known to everyone here. It is 
one of the sciences and investigations which has lagged and the Na- 
tional Academy of Sciences, National Research Council, Committee 
on Oceanography has studied this problem and has come out with 
voluminous reports and in these reports they have recommended that 
a considerable portion of the ocean surveys be assigned to the Coast 
and Geodetic Survey, due to our past record of competence in this 
field and the fact that we have for the past hundred years been en- 
gaged in various forms of oceanography in conjunction with our 
nautical charting. 

Nautical charting and hydrographic surveys are a form of ocea- 
nography applied for the charts. 

Mr. Preston. I have been reading during the past year some press 
releases about the Government entering into this field of oceanog- 
raphy very actively. I assume from what you said that the National 
Academy of Sciences and the National Research Council Committee 
on Oceanography are also going into this? 

Admiral Karo. No, sir. They are a group that have studied and 
come up with recommendations as to what should be done and the di- 
vision of work. Then the Federal Council on Science and Technol- 
ogy standing committee, appointed a subcommittee on oceanography 
which went over the National Academy or the NASCO report as it is 

called, and while they did not approve everything a hundred percent, 

in general they approved it and they made their recommendations to 
the Federal Council, which verified the inclusion of the Coast Survey 
and what it should do. Then Dr, Kistiakowsky appointed an ad hoc 
subcommittee to go into the programs of the various agencies and we 

each had hearings before this group, discussed our programs, what 
we thought should be done and they came out with their reeommenda- 
tions. My understanding is that based on these various studies that 
Dr. Kistiakowsky himself has recommended that the Pioneer be 
placed in operation for these surveys, as, shall we say, a measuring 
stick to see what can be done, what should be done and how it should 
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be done so they can determine the amount of effort that should go into 
this. 

Mr. Preston. This is the beginning of an extensive program ? 

Admiral Karo. I would look at it as such, yes. It was to form a 
yardstick as to how this program should be prosec uted. 

I might say I feel it is a compliment for the Coast Survey that they 
felt. we should be the ones to undertake that part. It isa justification 
of our many years of work in these various fields and the economy 
and scientific manner in which we have approached all these problems. 

Mr. Preston. The rest of the positions are related to functions that 
are currently being carried out by the Coast and Geodetic Survey ? 

Admiral Karo. Or an extension. The only things you might say 
would be a little different would be in the research and development 
function and even this budget only carries a very small amount com- 
pared to budgets of other agencies. We have not been able to even 
take care of the minor items that we feel we should be doing to more 
effectively prosecute our work, as well as the work of other agencies. 


GRADE OF ADDITIONAL POSITIONS REQUESTED 


Mr. Preston. Do you have a chart showing the grades of all these 
people that you are asking for? 

Mr. Amsrapt. Yes, I do, sir. 

(The chart referred to follows:) 





| Total 


investiga- 
tion 


Earthquake 





Geodetic control 


| 





Research and development 


Survey and charts for marine and air navigation 
| Aeronauti- 


Nautical charting 
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Mr. Preston. Is there an average established here? 
Mr. Amsrapr. No. The average would probably be about a Grade 
7 or between a 6 and a 7. 

Admiral Karo. I would say a little higher than that. 

Mr. Amsrapr. Is it research alone that you are referring to? 

Admiral Karo. No. 

Mr. Preston. I am speaking now about all of the new positions, 
122 of them. 

Admiral Karo. Between 7 and 9, because most of these research 
people are higher caliber people. 

Mr. Presron. You have one supergrade. Do you have such a 
grade assigned to you under you ? 

Admiral Karo. Yes, sir. We have authority for a Public Law 
313 position. 

Mr. Presron. Three 14’s. 

Mr. Amstapr. Yes, sir. 

Mr. Preston. And three 13’s and four 12’s, ten 11’s, twenty-four 
9's, and twenty 7’s and then the remainder of them are in lower 
grades. 

Admiral Karo. That is correct. 


INCREASE IN SALE OF CHARTS AND PUBLICATIONS 


Mr. Preston. Do you have any figures to give us, or a chart or 
something to indicate the increased dem: - for charts / 

Admiral Karo. I think that is evident, sir, by the increase in the 
amount of moneys that we covered into on Treasury. Just before 
I left I checked to see what had been sold in the first 6 months of 
this year and it was over $400,000. Our projection of about $820,000 
for the year looks about right because our spring sales usually are 
more than the fall. 

Mr. Preston. You do not have any exhibit on that? 

Mr. Amstapr. Yes, sir. On page 1 of the supplemental ex)ibits 
we show the receipts from the sale of charts and related publica- 
tions for the years from 1951 through 1959 and estimated 1960 through 
1961. 

Admiral Karo. That isa graph. 

Mr. Preston. We cannot use graphs for the record. 

Mr. Amsrapr. We will be glad to furnish a tabulation for the record, 
Mr. Chairman. 

Mr. Preston. I wish you would. 

(The information to be supplied is as follows :) 


Receipts from the sale of nautical and aeronautical charts and related 
publications 


Fiscal year: Amount 
er a ee sieht aniceieicndilesaatete ihaGumabiecis _ $867, 460 
a ace ed bei caazaiea i a a a a a a 32, 32 
aN a ica a a ica sla biel Odes i ema Ee vee 428, 993 
Ie a sci ack coiliches Alas oa halos asic tai astllens tanta Sain oitsieide sss ssn uercs ooaey 
eal at nes ae bn Mn ae kata meee ed _ §138, 059 
et a a all, Cock Sa a ane eee 537, 239 
ah ac ce aap ate each aid Bt 618, 060 
RU oS a gee te eT RE ne a Pe a 
I ee eee aman ups ies acces ectewasua care am 735, 272 
I RE I ok he occ cd ep dered cl mp pe aia chia 820, 000 
Si Men SOE B9O0; Gh, Patni cn che ce eeu e 400, 964 


1961 960, 000 
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ADDITIONAL POSITIONS FOR GEODETIC CONTROL AND EARTHQUAKE 
INVESTIGATION 


Mr. Preston. Will you comment briefly on the request for 7 Swat 
tions in “Geodetic control” and 10 in “Earthquake investigation’ 

Admiral Karo. Yes, sir. 

Of the seven in “Geodetic control,” four are in “Gravity and 
Astronomy,” which will be a field party of two men and two men in 
the office. We have found increasing trouble in getting checks and 
adjusting properly our level networks, particularly in the mountainous 
areas, and we want to make gravity measurements actually on the level 
bench marks themselves in order to determine the proper corrections 
to apply. In other words, we think that by using the geopotential 
height, which is a product of the gravity multiplied by the elevation, 
we can get better results. We have » found that our st: ands ard procedure 
in correcting for the nonparallelism of two level surfaces by using the 
orthometric correction does not give us consistent results. So we are 
going to meas sure the actual gravity at these level bench marks and 
multiply the elevation by the actual value of gravity to get the geo- 
potential height to try and determine what the correction should be to 
get the level bench marks consistent in themselves. 

When you have nearly constant elevations or level country, you 
do not have this prob lem, We think the gravity correction is some- 
thing which is giving us trouble and we hope by going into it sys- 
tematically and accurately and not interpreting the value of gravity, 
but actu: ll y measuring the gravity at each bench mark that we will 
= eup with consistent results. 

Ve have one additional position in the bench mark recovery pro- 
gram. We have people in our field offices who go out and recover 
our bench marks, both the triangulation and the level marks, and to 
reset. those that are in danger of being destroyed. In the extensive 
highway program those that are in d: np sage of destruction are moved 
to a new location where they r will not be destroyed by the construc- 
tion so they will still be of use. It costs us about $700 apiece for the 
triangulation stations and about $100 for a level bench mark to put 
them in initially. If we have to go back and extend the regular 
= of control, it would cost considerably more. So by expending a 
few dollars to preserve these stations, or move those that are in 
danger of being damaged, or destroyed, we are saving the work that 
has gone before and the marks are still available for future use. 
We plan on putting one man in the New York City area where there 
is extensive construction going on. The other two people are in 
research and development to evolve techniques and methods for us- 
ing artificial satellites to determine the shape of the earth, and to 
determine the value of gravity measurements in effecting this gravity- 
level adjustment, also to work on the numerical analysis methods to 
determine deformation and displacements of the earth’s crusts from 
geodetic measurements that are made in the earthquake areas to see 
whether we can correlate the actual deformation with the breaking 
point and perhaps come up with something so we can determine when 
earthquakes in a certain area are apt to happen. 

Mr. Preston. I said briefly, Admiral. 

Admiral Karo. Sorry. When you get into these subjects it is hard 
toexplain some of these briefly. 
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We are asking for a total of 10 positions in the area of earthquake 
investigations and the seismological processing. We believe more 
intensive search and analysis of the other records will produce in- 
formation of great value to the engineers studying these particular 
areas. We want one position for design of better seismological 
instruments, two positions in the actual research into seismology, and 
three positions which will work on the earthquake movement surveys. 


CONSTRUCTION AND EQUIPMENT, SEISMOLOGICAL LABORATORY 


Program and financing 


1959 actual 1 | 1860 estimate 1961 estimate 


pari ae Soo el | 
Program by activities: 4 | 

1. Design and supervision } $10, 000 
2. Construction | ; | 210, 000 


3. Equipment and outfitting 130, 000 


Total program costs (obligations) 350, 000 
Financing: 
Appropriation (new obligational authority) 350, 000 


Object classification 


1959 actual | 1960 estimate | 1961 estimate 


| —_ 


| 


07 Other contractual services | $10, 000 
08 Supplies and materials | 5, 000 
09 Equipment | 125, 000 
10 Lands and structures | 210, 000 

Total program (obligations) 350, 000 


Mr. Preston. While we are talking about earthquake, we should 
talk about this laboratory and insert in the record pages 288 and 289 
of the justifications. 

(The pages referred to follow :) 


Summary of require ments 


Appropriation, 1960 (regular bill) 
Base for 1961 ‘ 5 emia ime 
Net difference—1961 over 1960: 


Requirements Difference, 
= ef __jinerease (+) 
or de- 
1960 1961 crease (—) 
estimate estimate 









Design and supervision -.............-..----- $10, 000 | +$10, 000 





Construction ceatinannads _...|------------| 210,000] +210, 000 
Equipment and outfitting -- : Coed eweaeel 130, 000 +130, 000 
Gross requirements ; ee ee poe | 350,000 | +350,000 $350,000 


Total estimate of appropriation, 1961........-.............----.-- 


Seeen een 350, 000 
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Estimated cost 





Bi POR RES A ND RN OURORNTESNAT, RI i Sin ce tat pap madame ane $66, 000 
B. Laboratory__--_~- alae ipaiiabe sais a ale ed boa ie SE o4, 300 
Ir ee ae pesos ees 10, 600 
Is pe INC ECORI IR i ct mrninnmmainsans 21, 300 
KE. Subsurface seismograph vaults esac sp Sai he to eRe se ts eb Ss ad San se aS, 000 
I ne OO I a i aha cigs eg apm Sup me ee sm 25, 800 
Instruments and equipment ____-_----~-~_- Soins i tne eat aicee eee ael 125, 000 
Other contractual services__- SN eI RecA ee ioe See ae 10, 000 
Supplies_____~- Sah ies ee aiaes oedema mie mann ae ee eet tetcc tl eee pei 5, 000 


Total Be oe 350, 000 


Mr. Presron. Give us just a general statement about this labora- 
tory. You have none at present ¢ 

Admiral Karo. That is right. 

Mr. Presron. Where have you been doing this work ! 

Admiral Kano. We have been trying to do it in the shop in the 
nance of the Commerce Building. The inherent vibrations are 
so great it is impossible even to « ue rate our instruments. We have 
to take them toa pl ice in Texas for calibration. 

We have made investigations along the east coast and Appalachian 
Mountains and have not found a quiet enough site. We are making 
investigations along the east slope of the Rockies now to iry and find 
a place which is seismically quiet enough so we can calibrate instru- 
ments and develop more sensitive instruments vitally needed for 
monitoring programs. 

Mr. Preston. This is a new building we are talking about ? 

Admiral Karo. That is correct 


TOTAL COST OF CONSTRUCTION AND EQUIPMENT 


Mr. Preston. Is this the total cost or just the initial phases of it ? 
Admiral Karo. That is the cost of constructing a building and 
equipping it. There are no quarters involved. 
Mr. Preston. To be built on Government land ? 
Admiral Karo. Yes, sir. 
Mr. Preston. Where? 
LOCATION 


Admiral Karo. That is what I said we were investigating. We 
were not able to find a location along the Appalachians. We would 
have liked to have it closer to the east coast. We found one location 
about 30 miles south-southwest from Denver which appears accept- 
able. They are down in New Mexico investigating sites now and the 
snow has held them up. 


ADDITIONAL STAFF REQUIREMENTS 


Mr. Preston. When you get it completed how many additional 
people will you ask for to run it ? 
Admiral Karo. Some of the people I have listed in this research 
work would be in there, not to exceed four people. 
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Mr. Preston. Four additional beyond what you ask for in this 
budget ¢ 

Admiral Karo. I don’t think so. I would not want to be bound by 
that. It will probably be two additional and two will be transferred 
out from Washington. It depends on the workload and the justifica- 
tion for them, sir. 

Mr. Preston. You presently have 24 people engaged in earthquake 
investigation. You seek to increase that to 34? 

Admiral Karo. Yes, sir. 

Mr. Preston. Will all these 34 people be moved out to the labora- 
tory ¢ 

Admiral Karo. No, sir. 

Mr. Preston. Is this building being designed principally to cali- 
brate instruments ? 

Admiral Karo. And to design and test new instruments so we can 
get better detection, particularly for this nuclear monitoring program. 

Mr. Preston. It is not a laboratory to detect but a laboratory to do 
what you just described ¢ 

Admiral Karo. And to develop techniques. We have had many 
ideas on how we could perfect more sensitive systems of detection of 
earthquakes or shakes made by man. 

Mr. Preston. This is a package amount, $350,000 you are asking 
for ¢ 

Admiral Karo. Yes, sir. 

Mr. Preston. You will not be back next year asking for more money 
for this laboratory ? 

Admiral Karo. No, sir. 

Mr. Yates. On page 272 of the justifications it is stated that in 
order to keep in the front of the field of seismology detection it is im- 
perative that the Bureau inaugurate a Bureau of Research in this 
important field. This laboratory will have nothing to do with that 
except calibration of instruments ? 

Admiral Karo, And the design and testing for techniques. We will 
test them there, but before you can design and test an ultrasensitive 
instrument you have to have it in an area which is seismically quiet 
except for earthquakes or other disturbances. 

Along the east coast you have microseisms from the waves. We 
have tried along the Appalachians. We find a two- cycle-per-second 
vibration there we cannot explain. It diminishes as you go west across 
the Mississippi Valley. 

Mr. Yarrs. There is no laboratory on the east coast which does this 
how ¢ 

Admiral Karo. Not of the sensitivity we require. There is no 
laboratory such as we require for our work. 
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CONSTRUCTION OF SURVEYING Surpes 
Program and financing 


1959 actual | 1900 estimate 1961 estimate 














Program by activities: | 
ig IR IN ao iin s ocmin cn cneenceuosacensss $46, 715 $10, 592 $210, 00 
a Sepa MeaC war ae 2, 760, 969 2, 375, 825 1, 418, 000 
3. Equipment and outfitting . .................-....-..-<. 65, 206 228, 553 215, 000 
Pn CT NE oo cnccccacdasecssabenbnkacas eisai 2, 872, 890 2, 614, 970 1, 842 00 
4. Relation of costs to obligation: 
Costs financed from obligations of other years, 
WR ed. ec ics ccekees .--| —2, 605, 908 —2, 531, 883 |........ Ae” 
Obligations incurred for costs of other years, MRS secon tants Joo-------2>-- 4, 207, 00 
Total program (obligations) -_........-.-..---.---- 266, 982 83, 086 6, 140, 00 
Financing: 
Unobligated balance brought forward_-_--.._..---- mnevthol — 350, 068 —83, 086 |...... ae 
Unobligated balance carried forward---...--.------ conus ed eee 760, 000 
Appropriation (new obligational authority).........-.--|.....-.-..----]---------..--- 6, 900, 000 





Object classification 


1959 actual 


i 
1960 estimate | 1961 estimate 


COAST AND GEODETIC SURVEY 
ote ac itac ods iicenennemana $65,206 | __ $219, 553. $215, 00 
ALLOCATION TO MARITIME ACTIVITIES | ie ae A 5 


| 

















07 Other contractual services ; ; 46, 715 10, 592 | 210, 000 

09 Equipment E 2, 760, 969 | 2, 384, 825 1, 418,00 
Total, maritime activities 2, 807, ‘ , 1, 628, OW 
Total costs ; | 2,872, 890 | 2, 614, 970 | 1, 843, 000 

Costs financed from obligations of other years, net (—) — 2, 605, 908 —2, 531, 884 

Obligations incurred for costs of other years, net , | | 4, 297, 00 
Total obligations___-- sae eet : 266, 982 | 83, 086 6, 140, 00 





| 





Mr. Preston. We shall insert pages 291—A through 293 of the justi- 
fications. 
(The pages referred to follow :) 


EXPLANATION OF NEW LANGUAGE AND MERGER PROVISION 


The new language provides for the construction of more than a single ship 
whereas the prior appropriation title “Construction of a Surveying Ship” pro 
vided for the construction of only one ship. 

The merger of funds provision is requested to eliminate confusion and sin- 
plify the accountability of funds primarily because a small unexpended balance 
may be carried over into fiscal year 1961. 


Summary of requirements 


po I ne ee 
U nobligé ated balance brought forward from appropri: ation title, “Construction of a Surveying 

RS seg ne Ss caen maken iat aaa eae on atts wea ees Visioning ra aeiserduecscncoubeesuiucewaenae 
| ere aplicansataap eniini eee ee es upkeickadecdaaddlcencnidebee can 
Net difference—1961 over 1960: 








Requirements Difference, 
bi _____}imerease (+-) 
or de- 
1960 1961 crease (—) 
estimate estimate | 

Design and supervision __- ‘ ‘ $300, 000 +-$300, 000 

Construction en | 5, 885, 000 +5, 885, O00 

Equipment and outfitting has 715, 000 +715, 000 
Gross requirements 6, 900, 000 | 4 6, 900, 000 5, 900, 00 
l §, 900, 000 


Total estimate of appropriation, 1961_. ee palatine ticdiitai aban nee het 
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MERGER PROVISION 


Mr. Preston. Explain the new language and merger provisions on 
page 291—A of the justifications. 

Admiral Karo. That is to prevent having two separate ship-con- 
struction appropriations. We have some money in the construction 
fund now. 

Mr. Preston. “ie much ? 

Admiral Karo. I don’t know the balance. I refer to the constrve- 
tion of the Surveyor which has not been closed out because the ship 
has not been delivered. It would seem simpler to have a continuing 
one rather than having to have two separate construction items on ship 
construction. 

This item was proposed by the Bureau of the Budget as a simplifica- 
tion for administrative handling. 

Mr. Preston. You can give us no estimate of how much is to be 

carried over into fiscal 1961 from the present appropriation ? 

Admiral Karo. I doubt but what there will be very little, sir. It 
is a question of settling accounts. I do not know. Actual construe- 
tion of the ship is being administered by the Maritime Administration, 
When you get into the balancing of change orders and penalties, it may 

take quite a while to adjudicate the whole account. 


REQUIREMENT FOT THREE NEW SURVEY SHIPS 


Mr. Preston. Explain the need for three new survey ships. 

Admiral Karo. I believe this committee has been aware of the ship 
condition survey we m: ade. Our ships, with the exception of three or 
four of them, are many years old, mostly of wooden construction, and 
maintenance and upkeep is becoming prohibitive. They are ships that 
are makeshift in a way, not designed for the purpose, and are inefl- 
cient. To enable us to carry on the work that is required in hydro- 
graphic surveying for the nautical chart program we have to have 
equipment to do the job. 

Mr. Preston. Are these replacements? 

Admiral Karo. These are replacements for either ships we have 
or three that we have had to lay up because they were not fit to take 
to sea any more. 

Mr. Preston. You have 15 ships at the moment, do you? 

Admiral Karo. I believe 15, yes, sir. 

Mr. Preston. What will you have when you complete these ships! 
Will they be 18 or 15? 

Admiral Karo. We will have either 15 or 16. T would have to total 
it up. Two of these ships will be for direct replacements, and they 
wi]]—— 

Mr. Preston. What will you do with those ships, dispose of them? 

Admiral Karo. Yes, sir. In the winter of 1956-57 we had to dis- 
pose of three ships because they were unseaworthy and the cost to 
make them seaworthy I felt would be prohibitive, so we disposed of 
those. 

One of these three ships will replace one of those. 

As to our replacement program, as shown on page 295, we propose 
to request three more of these class III ships when another existing 
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ship will be replaced and to replace two other ships we were forced 
to I wy up In 1956-57. When we finish our program as laid down, we 
would have six of these class 3 ships, two class 2, and then we would 
have two class 1, one of which is being constructed now. We would 
have the Pathfinder and the Explorer, and the Pioneer is open to 
question. I don’t know how much longer she will last. without ex- 
cessive repairs. She is being used at the present time but chances are 
we would lay her up, depe nding on the need for her services and her 
condition. 

Then of the other existing ships we would have two tenders, the 
Patton and the Lester Jones, and we have two wire-drag launches 
which possibly will have to be replaced. 

Mr. Preston. Will the sum of $6,900,000 complete the replacement 
program of these ships? Will it be a finished job of constructing and 
equipping these ships ? 

Admiral Karo. Of the three ships? Yes, sir. To the best of our 
knowledge and belief. We have had a study made by Nickum and 
Sons, marine architects and naval engineers in Seattle, where they 
went into the types of ships we needed, and came up with a construc- 
tion cost as of a certain date. We have taken the Maritime Adminis- 
tration’s escalation clause and figured the amount that would be re- 
quired considering the contract date as next November, and we feel 
these are honest and good estimates. 

Mr. Preston. This decision to replace the ships was made after a 
special three-man board made a study of the condition of your ships? 

Admiral Karo. Yes, sir. 

Mr. Preston. A board appointed by the Under Secretary of Com- 
merce ¢ 

Admiral Karo. Yes, sir. 

They went over our whole ship equipment and determined which 
were capable of being used for an extensive period and those which 
should be replaced at the earliest opportunity. 

Mr. Preston. To put these ships in operation would require addi- 
tional personnel ? 

Admiral Karo. The personnel presently on the two ships to be re- 
placed will be transferred. These new ships will take a slightly larger 
crew to make them more efficient for operation and then one ship 
would be required to be completely staffed. 

Mr. Preston. Are there positions in this budget for that? 

Admiral Karo. No, sir. 

Mr. Preston... They will not be commissioned until later on ? 

Admiral Karo. That is right. We figure it will be June 30, 1962. 

Mr. Preston. Mr. Yates, do you have questions on any of the items 
for the Coast and Geodetic Survey ? 


SEISMOLOGICAL LABORATORY 


Mr. Yates. I have some, Mr. Chairman. 

I would like to return to the laboratory for a moment. It was my 
impression, Admiral, that Columbia University has a first class labora- 
tory for the measurement of earthquakes and earth movements. I re- 
call testimony our Director gave to our Independent. Offices Subcom- 
mittee. 
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I wonder whether the work they do is not related to what you 
propose ¢ 

Admiral Karo. They cannot do the type of work within the sensi- 
tivity required. I know many universities feel they have good labora- 
tory facilities, but unless you get a location which is free from back- 
ground noises and vibrations there is a limitation to what you can do. 

We speak of the magnification and testing of sites with a 500,000 
magnification. You w ill perhaps have to go up to a million, and we 
think even 2 million magnification is not beyond possibility. You 
have to have an area which under normal conditions is free from seis- 
mic background noises. 

I should have brought you some of the records of Just this little 
seismograph I keep operating in my basement. Every time there isa 
storm or cold wave we have to cut down the sensitivity because you 
couldn’t possibly pick up anything. 

Even those they have out at Pasadena have a certain amount of 
background noise coming from the Pacific. It is more prevalent on 
the east coast. 

Along the Appalachian there is a two cycle per second unknown 
microseismic disturbance. 

Mr. Yares. What will this indicate to you after you pick up these 
things? With these very greatly improved detection qualifications 
what will you show? 

Admiral Karo. No. 1, it will allow us to work out a system of sur- 
veillance which we hope will enable us to filter out extraneous noises, 
earthquakes, and determine atomic explosions. 

Also, by getting better information on all earthquakes we will be 
able to determine more of the transmitting wave characteristics of the 
arth and determine the construction of the earth better. It is a 
matter of scientific inquiry and getting data we are not able to get at 
the present time. 

No one knows where research will lead, but we know many times 
you will get ancillary benefits that are worth even more than the ini- 
tial project. 

Mr. Yates. Then this request for this laboratory promises to be the 
beginning of a very comprehensive program of earthquake and 
seismographic detection at some time in the future? 

ioleea Karo. That is correct. We have letters from many others 
who support it, including Dr. Berkner. When they heard rumors 
of this they were happy to learn we were going into this and develop 
it. They have used our people to break in some ‘of their people. 

After all, we have some of the best. seismologists. We are a small 
agency but we certainly should be in there developing and increasing 
our ¢ ompetency. 

Mr. Yares. How does Dr. Lloyd Berkner come into the picture? 

Admiral Karo. He headed the panel that studied this problem of 
seismic detection. When he heard we were proposing this laboratory 
he wrote this letter. This is from the executive committee of the 
American Geophysical Union. 

This is a resolution supporting this laboratory. 

Mr. Yates. You consider this is to be a necessary thing? 

Admiral Karo. I do. I put it in priority ahead of a new magnetic 
observatory. I felt the national need at this time calls for this lab- 
oratory before a magnetic observatory in 1961. 
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OCEANOGRAPHY 


Mr. Yates. On page 257-A of your justifications you discuss the 
subject of oceanography. After listening to the definition you read 
into the record it seems to me we now have two great endeavors which 
face us—one is space and the other oce: unography. 

Admiral Karo. Yes. 

Mr. Yates. Will the oceanography cost more than the space effort ? 

Admiral Karo. Oceanography will be only a fraction of that. That 
is what makes these seagoing people a little envious or almost. sick. 
Every time we see a moon shot going up we feel, “There goes a good 
share of our effort in oceanogr aphy. > We believe ov ‘eanography has 
great importance to our national well-being and security. 

After all, we are creatures of this earth and I firmly believe most 
of us will be earthbound for all our existence and we should learn 
more about our earth and how we can make it more habitable for the 
future generations. 

Mr. Yates. Page 237—A states that as natural resources on land are 
depleted we must turn to the ocean as a new source of essential min- 
erals, chemicals, and foods. Meteorological effects of the ocean upon 
climates and weather predictions are little understood. 

The Pioneer will serve as a relatively modest and economical start 
on needed ocean surveys and will help determine the best pattern 
for subsequent multiship interagency surveys. 

Has anybody made any kind of a survey as to what our oceanogra- 
phy program should be? Is that the report of the National Academy 
of Sciences ! 

Admiral Karo. That is correct. They have come out with this 
report in 12 parts. Not all of it has been published. In fact, this 
Saturday I meet with another section of that group. 

The standing committee of the Federal Council appointed an Ocean- 
ography Subcommittee. I am the Commerce member. We went 
over this report, and the reports of various agencies, and we came 
up with what we considered to be a proper method to approach a task 
of this magnitude. This I believe was accepted by the standing com- 
mittee and transmitted to the full committee. 

It is my understanding that, based upon this, it was Dr. Kistiakow- 
sky’s own recommendation that the Pioneer be used as a start. 

Mr. Yares. How much will this oceanography endeavor cost the 
Government, speaking of the total effort ? 

Admiral Karo. Of course, it is a continuing effort, but as I remem- 
ber the figures for this national committee recommendation, they fig- 
ure over a period of 10 years it would be in the neighborhood of $650 
million. 

A lot of it is in ship construction. To do a job you have to have 
these ships to do it. 

Mr. Yates. Is that not a relatively modest sum for such a mam- 
moth endeavor ? 

Admiral Karo. They figure by that time they will be able to do 
approximately 30 percent of the amount. 

Mr. Yares. What will be the portion of your agency’s contribution 
toward that program ? 

Admiral Karo. I think you will have to understand that oceanog- 
raphy covers many facets. 
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Of the ocean surveys which they specifically recommend we under- 
take, they figure we should do one-half of the national effort, not tak- 
ing in biologic ‘al studies, and the Hydrographic Office of the Navy 
should undertake the other half. , 

Mr. Yates. What is your relationship in this activity to such 
groups as the Scripps Oceanography Laboratory ? 

Admiral Karo. We all work together. We are bringing the Fe- 
plorer around from the west coast to the east coast. She is scheduled 
to leave Seattle about the 1st of February. 

We are making an oceanographic cruise on the way around. We 
have a grant from the National Science Foundation to assist us on 
part of that. 

We have 12 cooperating agencies that are on board either the whole 
time or part of the time. 

From Scripps we are getting a magnetometer because we do not 
have one of ourown. Some of their people are coming aboard. 

The Navy Electronic Lab is putting a deep-sea camera and man on 















board. 
In fact, what we are bringing around is limited only by the size of 
the ship. 


GRANT FROM NATIONAL SCIENCE FOUNDATION 























Mr. Yates. How much of a grant do you get from the National 
Science Foundation ? 

Admiral Karo. $43,500. It is for some of the extra fuel and in- 
strumentation to be used. 

Mr. Yares. Will you be conducting these oceanographic surveys 
of the same type as you are now conducting on the Pioneer as it 
comes from the west to the east coast ? 

Admiral Karo. It is the xp/orer that is coming. What we have 
in this budget is this: You will find certain items for oceanographic 
instrumentation. This is part of the oceanographic program so we 
can expand our efforts to get more oceanographic data along with our 
regular surveying operation. The biggest expense of any of these 
operations is the overhead and getting the ship and people to the 
place. 

To my mind it is inefficient not to exploit the opportunities you have 
to the utmost at that time. 


OCEANOGRAPHIC SURVEYS 


Mr. Yares. Do your justifications call for any oceanographic sur- 
ys during the year? 

Admiral Karo. During this year? 

Mr. Yares. During the fiscal year 1961. 

Admiral Karo. Fiscal year 1961 covers the Pioneer, and our other 
ships 

Mr. Yates. What will they do? The Pioneer will be engaged in 
making a contribution to the national oceanographic effort. What 
will you be doing? 

Admiral Karo. Barring a change in plans and unless there is & 
higher priority, we will start south of the Aleutians where we will get 
some charting data along with the oceanographic data, such as the 
composition of water, the magnetic properties of the area, and we 
hope to make a gravity profile. 
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FINANCIAL SUPPORT FROM OTHER AGENCIES 


Mr. Yarrs. On another Appropriations Subcommittee of which I 
am a member we make appropriations for the National Science 
Foundation. Will they also be making a contribution of any of 
its funds to your activities this year? 

Admiral Karo. Not to my knowledge; no, sir. The reason they 

gave us funds for the 'xplorer coming around was sak we did not 
ae a budgetary item for that. 

Mr. Yates. The National Science Foundation takes the place of our 
Appropriations Subcommittee ¢ 

Admiral Karo. No, sir; not normally, They usually give grants 
to outside agencies and not the Government. They feel” we should 
stand on our own two feet before the Appropriations Committee, 

However, with the ship coming around, we did not have sufficient 
funds to exploit this trip around to the maximum. They felt it was 
a national effort and when everybody got into it it would be more 
than worth—— 

Mr. Yares. Will it be a joint effort in the fiscal year 1961 referring 
now to the ship coming from the west to the east coast? 

Admiral Karo. Not on the Haplorer, which is the ship referred to. 
On the Pioneer, in my discussions with the Navy, after we take her 
over the Ist of July, they may leave some equipment, and perhaps 
aman or two on there. We expect perhaps to have somebody on 
there from the Weather Bureau and from the Bureau of Fisheries. 

To my mind the only way you can operate this is to have a joint 
project with the interested people. 

Mr. Yarrs. The reason for my question was to find out whether 
other agencies will be making monetary or material contributions to 
these activities to supplement the expenditures you are asking for? 

Admiral Karo, No, except to pay their own people and provide 
equipment they would put on. 


SURVEY OF OCEAN FLOOR 


Mr. Yarrs. There is a statement somewhere in the justification to 
the effect that now that we have atomic submarines your agency has 
to extend its charting and you have now to go into the ocean floor 
rather than being concerned with surface obstacles. Is that correct ? 

Admiral Karo. What we mean is this: Now that your submarine 
range is deeper you have to be very sure that there are no obstructions 
even close to the ocean floor. 

Mr. Yarrs. Where do you go from there? Do you propose to chart 
the ocean floor? 

Admiral Karo, Of the waters of our responsibility. 

Mr. Yarrs. Our own waters ? 

Admiral Karo. Yes. 

Mr, Yares. In other words, the charts you have in the justifica- 
tions which indicate what you have done and what needs to be done 
and what you have not done at all will be extended to cover surveys 
of ocean floors rather than merely the surfaces ? 

Admiral Karo. In many areas we will have to go back and develop 
the areas more ¢ losely to determine whether there are any obstructions. 
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The same is true in the harbor areas. The sailing ships had 15-foot 
drafts in the early days. Now we have tankers of 45 feet and even 
50 feet, so you have to do the work much more extensively to be sure 
it can accommodate these vessels. 

Mr. Yares. How does an atomic submarine work now? Does it not 
have sonar equipment ? 

Admiral Karo. Yes, but they also need this information for naviga- 
tion. 

Mr. Yares. Don’t they feel their way even without your informa- 
tion ¢ 

Admiral Karo. Yes, but 

Mr. Yates. You mean for surface navigation ? 

Admiral Karo. You have your electronic aids for surface naviga- 
tion and one way of navigating is where you have a good chart with 
your contours of the floor, and by sounding you can figure the con- 
figurations and locate yourself from that. In many trips the com- 
manders have not been able to 

Mr. Yares. As a matter of fact, they are doing your work for you 
by sending their sounds down to the bottom. 

Admiral Karo. If they knew their exact location and their exact 
depth. Information is no good unless it is located exactly. ‘That is 
why these various committees have said the Coast Survey should do 
a major aa of the work because of our reliability in locating 
ourselves out at sea. You have to know where you are or the informa- 
tion does you no ai. It can be anyplace in the ocean. 








IMPORTANCE OF PROGRAM 


Mr. Bow. First let me say that I agree with you 100 percent regard- 
ing what you told Mr. Yates about those of us earthbound and the 
necessity of finding out more about the earth. It is much more in- 
portant to do some of the things you want to do rather than taking a 
picture of the other side of the moon. I think it is much more im- 
portant to us. 

Mr. Yarrs. The admiral is not supposed to take a picture of the 
moon, is he? 

Admiral Karo. No. 

Mr. Bow. I am not opposed to our indulging in that luxury when 
that day comes, but I think this has a priority. 


AIRCRAFT 


I find nothing in the budget for aircraft. Do you have aircraft! 

Admiral Karo. No, sir. 

Mr. Bow. Do I not see a plane out in the field at times with a sign 
of the Coast and Geodetic Survey ? 

Admiral Karo. Not to my knowledge, sir. 

Mr. Bow. You would know, Admiral. 

Admiral Karo. No; I mean with a sign on it. The Coast Guard 
operates an airplane in which we install our nine-lens camera. Then 
we rent a smaller airplane for some of these airport surveys and loca- 
tion of VOR’s, but physically we do not own an airplane, and I do not 
want toown one. They are an expensive luxury. 

Mr. Bow. I thought I had seen one with the words “Coast and 
Geodetic Survey” on top. 
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Admiral Karo. Perhaps it was Geological Survey. I am not sure 
whether they have one. 

Mr. Bow. Out of what budget is payment of rental of aircraft? 

Admiral Karo. That is in the location of the VOR’s and the airport 
surveys. 

Mr. Bow. Do you know what your costs were in the last fiscal year 
for rental of aircraft ? 

Admiral Karo, No, sir. We will furnish it for the record. 

(The information requested follows :) 


Cost of aircraft hire 


ROI ii dc mas a ec pa cs ec ip a IS ic eis Sr tase pe gs sl $16,760 
UY ses cine San a ipa ioc ep cag iw sn vas Sa epost aa a acana wes ennai ara ea alt cncmnaealas 22,000 
BOE Siete Seam sw scm en ae meee ara Mages ea i Sai a meter enews ag amen 52,000 


Admiral Karo. Most of the rental for aircraft last year was under 
a reimbursable project for the FAA. 


REIMBURSEMENTS FROM OTHER AGENCIES 


Mr. Bow. How much are your reimbursements? Give me the total 
from all agencies. 

Admiral Karo. For fiscal 1959 we had a total of $514 million. We 
estimate this year it will be $4144 million. In fiscal 1961 we estimate 
about $2.7 million. That covers all our reimbursements. 

Mr. Bow. I notice it is going down. What accounts for that? 

Admiral Karo. The Pioneer is the big decrease. 


AVAILABILITY OF SUITABLE SURPLUS VESSELS 


Mr. Bow. You state on page 295 of the justifications that every ef- 
fort has been made to acquire surplus vessels from the Navy and Mari- 
time Administration. 

Admiral Karo. Yes, sir. 

Mr. Bow. Explain this to us, will you? It is hard to understand. 
What would you consider an economical cost of modification of these 
ships? 

Admiral Karo. I can give you a copy of a report we made a little 
over a year ago where L myself went up to the Philadelphia Ship- 
yard and went over the ships they had there. Another group investi- 
gated other Navy activities and we could not find anything which 
could be operated efficiently and converted. 

The best answer I can give is the fact that the Navy themselves go in 
when they can for spec ific ships of this type. 

Mr. Bow. Would you submit for the record the report you speak 
of / 


(The information requested follows:) 
AVAILABILITY OF SUITABLE SURPLUS VESSELS 


DEPARTMENT OF COMMERCE, 
COAST AND GEODETIC SURVEY, 
Washington, June 20, 1958. 
To: Director. 
Subject: Study of conversion of existing naval vessels to hydrographic survey- 
ing ships for Coast and Geodetic Survey. 


A. SCOPE 


1. Pursuant to your instructions, a study of the feasibility of conversion of ex- 
isting naval vessels to ships suitable for the hydrographic survey operations of 
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the Bureau was initiated on December 2, 1957. The dimensions and character- 
istics of naval vessels in the size range suitable for hydrographic surveying were 
reviewed and all classes of ships within this range listed for study. 

2. On December 5, 1957, Rear Adm. Charles Pierce and Capt. S. B. Grenel] 
visited the Office of Deputy Chief of Naval Operations, Logistics, and conferred 
with staff members. Plans, characteristics and photographs of the selected types 
were studied and capabilities of the ships discussed. As a result of this study 
the following classes were selected for detailed examination. 


Class Length | Beam | Draft | Light dis- Speed 
| } | placement | 
| 
Feet | Feet | Feet Tons Knots 
MEF type DB... «..<-.... ene eat 221 | 32 11 880 | 18 
MSF type D-_----- cae aeias 185 36 10 720 | 15 
BR ae RES aaa 143 34 5 610 | 13 
MR eA eed ONE Se case 205 | 39 17 | 1, 240 | 7 
! 


» 


3. All ships in these classes were constructed during the period 1942-45, 
None of the ships in these classes have been reported as excess to the needs of 
the Navy. No inquiries have been made concerning the availability for transfer 
ef ships of the type listed since it was not desired that the study be restricted to 
only those available. 

4. During the detailed examination, ships of the selected classes were visited 
and all compartments inspected. Machinery, hull structure, and arrangement 
were studied and excerpts made from the ship’s characteristics cards for fur- 
ther study and analysis. Operational features and behavior at sea were dis- 
cussed with the ship’s officers. General plans and structural data were ob- 
tained from Bureau of Ships in order that changes in arrangement and other 
details of conversion might be studied. 


B. RESULTS 
1. MSF type B 

(a) U.S.S. Requisite was examined at Seattle, Wash., on December 13, 1957, 
by Capt. F. G. Johnson, Comdr. F. J. Bryant, and Chief Engineer J. E. Baker. 
On December 17, Captain Johnson, Chief Engineer Baker, and Chief Engineer 
James Piner made a further examination. Requisite, although now designated 
AGS-18, was formerly AM-—109 of the fleet mine sweeper class now redesignated 
MSF(B). This ship has been converted to a surveying ship by the Navy and is 
now in active service for hydrographic operations. The conversion has not 
been successful. The hull structure and shell plating is extremely light, con- 
sisting principally of light bulb angles and 10.2 pound plate. Although strength- 
ened by intermediate frames and doubler plates during conversion, the hull 
was extensively damaged during a recent cruise in the northern Bering Sea 
and the ship is now awaiting major repairs. Operational qualities are poor. 
The narrow beam, comparatively shoal draft, and shape of the hull section 
eause the ship to be unstable under ordinary weather conditions and boat 
handling is always difficult and often impossible. The main deck is awash 
even in moderate seas. Steering is poor; the ship has twin screws and a single 
rudder which is ineffective at low speeds. Below 6 knots the rudder is useless 
for steering and reliance must be had on steering with the engines. Quarters 
are inadequate and no satisfactory rearrangement is possible. 

(b) It is concluded that ships of this class cannot be successfully converted 
to hydrographic surveying ships of even moderate efficiency. Because of the 
unsatisfactory operating qualities, no detailed estimate of the cost of an at- 
tempted conversion have been made. Further details are contained in a report 
from Captain Johnson attached hereto as appendix D. 


2. MSF type D 

(a) No ships of this class are in active service. U.S.S. Cruise (MSF-215), in 
reserve status at the Philadelphia Naval Shipyard, was examined on January 
21, 1958, by Rear Adm. H. A. Karo and Comdr. F. J. Bryant. Ships of this 
class have a raised forecastle deck extending about two-thirds the length of the 
hull and an armored superstructure. Propulsion is principally twin screw geared 
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diesel although some have other types of diesel drive. Constructed as anti- 
magnetic minesweepers, this class is fitted with special service generators and 
heavy magnetic coils which would require extensive removals. The propulsion 
machinery is divided between two engine rooms. Steering is manual, electric 
assisted, by cables. The anchor windlass has a single wildcat and capstan so 
that only one anchor can be handled. Crew quarters are on the second deck and 
could be made reasonably adequate by extensive rearrangement at considerable 
expense, Officers quarters are poor and cannot be much improved. Heating and 
ventilation systems and evaporator and fresh water tankage are inadequate. 
Insulation of the shell plating throughout will be required for habitability. The 
hull structure and shell plating are excessively light and will require extensive 
strengthening. Shell plating is principally 10.2 pound plate and frames are 
light bulb angles. 

(b) It is concluded that ships of this class can be converted to moderately 
successful hydrographic surveying ships though at excessive cost. The efficiency 
of the converted ship would be approximately 60 percent of that of a similar 
ship designed and constructed specifically for hydrographic surveying. The 
minimum cost of conversion is estimated as $2,078,000. Detailed estimates of 
conversion costs are contained in appendix A. 

(c) Major features of the conversion required are as follows: 

(1) Strengthen hull by installation of intermediate frames, web frames, and 
doubler plating in the way of shell. 

(2) Extend main deckhouse aft by 12 feet 6 inches to provide CPO quarters. 

(8) Extend deckhouse on superstructure deck forward by 7 feet to provide 
space for Commanding officers quarters and plotting room and to permit exten- 
sion of bridge deck area. 

(4) Cut away armored superstructure and rebuild, preferably in aluminum, 
to eompensate for increased topside weight of launches and davits. 

(5) Extend bridge deck area forward and aft to provide a radio room, chart- 
room, and adequate working space on bridge. The existing bridge is a steering 
station only. 

(6) Install davits on superstructure deck to handle four launches, 26 to 30 
feet in length. 

(7) Revise officers’ quarters to provide accommodations for seven officers. 

(8) Revise crew accommodations to provide quarters and sanitary facilities 
for a crew of 68 men, the minimum required for continuous operation. 

(9) Revise heating, ventilation, lighting, and sanitary systems to suit the 
new arrangements. 

(10) Renew propulsion engines, ship’s service generators, heating boiler, 
supply and exhaust fans, evaporator, and auxiliary machinery. 

(11) Insulate shell plating in way of accommodations. 

(12) Provide complete outfit and equipment. 

8. ATA Class 

(a) U.S.S. Accokeek, ATA-181, was examined at Philadelphia Naval Ship- 
yard on January 22, 1958, by Rear Adm. H. A. Karo and Comdr. F. J. Bryant. 
Ships of this class are auxiliary ocean tugs with single screw diesel electric 
propulsion. There are two main propulsion generator sets driving two motors 
geared to a single shaft. All propulsion machinery is housed in one compart- 
ment. There is a raised forecastle deck extending aft about one-fourth of the 
length: the main deckhouse extends aft about two-thirds of the length. The 
towing machinery is in the after part of the deckhouse and the aft one-third 
of the length is open deck over a large salvage hold with restricted between 
deck height. Steering is manual, by means of cable. The pilothouse is small, 
amounting to hardly more than a steering station; there is a small chart room 
and a radio room on the forecastle deck. Officers’ quarters and crew mess facil- 
ities are on the main deck; crew quarters are on the second deck. The ship 
has difficulty in making headway against head seas and yaws considerably in 
normal weather. Because of the deep draft, steering is good at low speed. 
General operating characteristics are good, Reasonably adequate accommoda- 
tions for 5 officers and 30 crew members can be provided by rearrangement of 
main and second deck compartments and by extension of the superstructure 
deck and main deck house. Heating and ventilation and evaporator capacity 
are inadequate. Generator capacity is inadequate. The shell plating and house 
sides require insulation in way of accommodations for habitability. 
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(6) It is concluded that ships of this class can be converted to hydrographic 
surveying ships of restricted utility though at considerable cost. The capabil- 
ities of the converted craft would approximate those required for class III sur. 
veying ship but operating efficiency would be limited by the excessive draft 
(15-foot) which cannot be changed. The operational area would be restricted 
to certain areas of southeast Alaska and even there the deep draft would be 
a handicap to successful operation. In addition to this restriction on operations, 
the efficiency of the converted ship would be approximately 80 percent of that 
of a ship designed and constructed specifically for hydrographic surveying. The 
minimum cost of conversion is estimated as $1,072,000. Detailed estimates of 
conversion costs are contained in appendix B. 

(c) Major features of the conversion required are as follows: 

(1) Extend focsle deck and shell plating above main deck aft approximately 
8 feet. 

(2) Extend main deckhouse aft approximately 20 feet to provide space for 
shops and additional crew quarters. 

(3) Extend deckhouse on superstructure deck aft approximately 8 feet to 
provide office and plotting room space. 

(4) Extend bridge deck and pilothouse aft approximately 8 feet to provide 
enlarged bridge area and space for chartroom. Restep foremast on flying bridge 
deck to eliminate obstruction in working space on bridge deck. 

(5) Install davits on main deck to handle 2 launches, 24 to 26 feet in length, 

(6) Revise crew accommodations to provide quarters and adequate sanitary 
facilities for a crew of 30 men. 

(7) Rearrange officers quarters to provide accomodations for five officers. 

(8) Revise heating, ventilation, lighting, and sanitary facilities to suit the 
new arrangement. 

(9) Insulate shell plating and exterior sides of deckhouse in way of accomo- 
dations. 

(10) Renew main propulsion generators, ships service generators, heating 
boiler, supply and exhaust fans, evaporator, and auxiliary machinery. 

(11) Provide complete outfit and equipment. 


4. ATF class 


(a) U.S.S. Seneca, ATF-91, was examined at Naval Operating Base, Norfolk, 
Ja., on February 14, 1958, by Capt. W. N. Chovan and Cmdr. F. J. Bryant. Ships 

of this class are fleet ocean tugs with single screw diesel electric propulsion. 
There are four main propulsion generator sets in one compartment driving four 
motors in a separate compartment. The four motors drive the single shaft 
through a common reduction gear. The ship is flush deck with considerable 
sheer; bulwarks extend the full length of the main deck. The towing machin- 
ery is installed on the main deck aft of the deckhouse. There is a tripod mast 
aft with a 10-ton boom. Operation characteristics except steering are good. 
Steering is by means of an electro-hydraulic steering engine; the poor steering 
qualities are the result of the hull form rather than defects in the steering 
system. Stability is good and decks are reasonably dry in rough weather. For 
operation of the main propulsion machinery the control station is in the motor 
room but an engineer watch must also be maintained in the generator room. 
This requires a minimum of four engineroom personnel per watch. Officers’ 
quarters are in the superstructure deckhouse and main deckhouse. The crew 
messroom and sanitary facilities are in the main deckhouse; crew quarters are 
on the second deck. The pilothouse is reasonably adequate in size but the 
chartroom is extremely small. There is a small radio room on the super- 
structure deck. 

Accommodations for a complement of 9 officers and 70 crew members can be 
provided by rearrangement of existing compartments and extension of the main 
deckhouse and superstructure. This is the minimum complement needed for 
continuous operation and provides for eight additional engineroom personnel 
required for duplicate watches in the two propulsion machinery compartments. 

The main propulsion switchboard is a live front installation and as located 
it creates an extremely dangerous situation as to safety of personnel. Con- 
version and operation replacement of this hazardous installation with a modern 
dead front switchboard to meet minimum safety standards. 

(b) It is concluded that the ATF class provides the best possibilities of any 
of the classes examined for conversion to a satisfactory hydrographic survey- 
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ing ship. Operational efficiency will be restricted by the excessive (17 foot) 
draft and operational costs will be increased by the necessary 15 percent in- 
crease in complement over that required for a ship of the same or greater 
capabilities designed specifically for hydrographic surveying. Operating costs 
will be further increased by the fact that converted ships of this class will only 
have the capabilities of class II surveying ships but will be almost 50 percent 
larger (1,240 tons light displacement as against 860). The estimated cost of 
conversion is $1,856,000. Detailed estimates of conversion costs are attached 
as appendix C. 

(c) Major features of the conversion required are as follows: 

(1) Remove towing machinery and extend main deckhouse aft approxi- 
mately 40 feet to provide additional crew quarters and workshop space. 

(2) Extend superstructure deckhouse forward for approximately 15 feet 
and aft for approximately 8 feet to provide plotting room and office space. 

(3) Extend pilothouse and bridge deckhouse forward for approximately 12 
feet and aft for approximately 10 feet to provide chartroom and radio room 
space. 

M4) Extend height of stack casing by approximately 8 feet to clear new 
superstructure. 

(5) Revise crew accommodations to provide quarters and sanitary facilities 
fora crew of 70 men. 

(6) Revise officers accommodations to provide quarters for nine officers. 

(7) Insulate shell plating and deckhouse sides in way of accommodations. 

(8) Revise heating, ventilation, lighting, and sanitary systems to suit new 
arrangement of accommodations. 

(9) Renew propulsion engines, ships service generators, heating boiler, supply 
and exhaust fans, evaporator, and auxiliary machinery. 

(10) Install davits on superstructure deck to handle four, 26- to 30-foot motor 
launches. 

(11) Replace existing main propulsion switchboard. 

(12) Provide complete outfit and equipment. 


C. ANALYSIS 


1. In assessing the results of the examination of the four classes of existing 
naval vessels it is apparent that three of the four classes can be converted to 
hydrographic surveying vessels of varying degrees of efficiency at costs totaling 
from one-half to two-thirds of the costs of new construction. In addition to 
these initial amounts there will be certain increased operating and maintenance 
costs. The increased operating costs may be ascribed to the following factors: 

(1) Ten- to fifteen-percent increase in complement due to arrangement of 
machinery spaces. 

(2) Greater consumption of fuel and other consumable supplies due to the 
fact that these ships are approximately 50 percent larger than ships of equivalent 
capabilities specifically designed for hydrographic surveys would be. 

(3) Increased maintenance costs due to age, general obsolescence, and light 
construction. 

(4) Intangible costs due to poor operating characteristics, inefficient arrange- 
ment, and restriction on possible operating areas. 

2. The three classes of ships which it is believed possible to convert for 
hydrographic surveys will require extensive alteration and rearrangement of 
substantial cost. All of these ships are 14 to 16 years old and the majority have 
had hard service. A considerable part of the auxiliary machinery will require 
replacement since it will have reached the end of its normal operating life. 
While the condition of the main propulsion machinery cannot be evaluated ex- 
cept for particular ships, it would not be realistic to assume that it would not 
require replacement, if not immediately then within a very few years. 

3. Regardless of the extent of alteration and conversion which may be under- 
taken, these ships will remain 15-year-old hulls whose remaining service life 
cannot be substantially extended. In no case can this remaining service life 
exceed 15 years and an average not exceeding 10 vears can be expected. A 
substantial part of the cost of a hydrographic surveying ship is in the provision 
of its outfit and specialized equipment necessary for performance of its mission. 
The cost of this equipment approximates 10 percent of the cost of construction. 
This cost is not reduced for converted ships as against new construction since 
the equipment to be provided is identical. 
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4. On the basis of the elements discussed in 2 and 3 above the following esti. 
mations have been made: 


a. MSF type D (Class IT) 


(1) Increased operating costs based on the 10-percent increase in personne] 
required : $30,000 per year. 

(2) Increased operating costs due to propulsive inefficiency : $10,000 per year, 

(3) Increased cost of repair and maintenance due to age and obsolescence of 
hull and machinery : $20,000 per year. 

(4) Loss of productive work due to inefficient operations and additional time 
required for repair and maintenance: 50 days per year at $1,500 per day, $75,000 
per year. 

b. ATA clags (class IIT) 

(1) Increased operating cost due to propulsive inefficiency : $5,000 per year, | 

(2) Increased cost of mantenance due to age and obsolescene of hull and | 
machnery : $10,000 per year. 

(3) Loss of productve work due to inefficient operations and additional time 
required for repair and maintenance: 15 days per year at $800 per day, $12,0W0 
per year. 

c. ATF class (class IT) 

(1) Additional operating cost based on the 15-percent increase in personnel 
required : $50,000 per year. 

(2) Increased operating cost due to excess displacement and propulsive in- 
efficiency : $35,000 per year. 

(3) Increased cost of repair and maintenance due to age and obsolescence of 
hull and machinery : $30,000 per year. 

(4) Loss of productive work due to inefficient operations and additional time 
required for repair and maintenance: 15 days per year at $1,600 per day, $24,000 | 
per year. 

(5) Considering the costs of conversion, the increased operating costs, and 
cost of inefficient operation, the following estimate forms the basis for compari- 
son of the final cost of converted ships and new construction over a 10-year 
period. 


a. MSF type D (class IT) 








(1) Conversion cost___--~- sage ec ote se lore neha es ences Salas $2, 078, 000 
Sepp MARUI REM DE WORT NACA OI ist caries icine es wedi ome erga’ 600, 000 | 
ic inn NN RR INN eeepc tesa es send ass 750, 000 
a ar Ra a 3, 428, 000 
b. ATA class (class IIT) 
(i) Slonversion Cost... .....-... cme eee hae ee — $1, 072, 000 | 
fi), eer e SOCIR IIE CORE. oe ec eemamees 150, 000 | 
is ar EIEN) UU ca ee pr ese a ns 120, 000 
Sa ia ec ws gS a wn ae sce age at ea 1, 342, 0 | 
c. ATF class (class IT) 
Tre nr pRnNEC RIO NTRS) 90-22 tne ee es A ae ee $1, 856, 000 | 
i) rnerengen VOetneas CORB 8 nS ek ee 1, 150, 000 | 
[ie ) een, SR RIROME, Soon oS. ak ee oe Se 240, 000 | 
Dee a Sete books ee ead a awee wicca webs 3, 246, 00 | 
D. CONCLUSIONS 


1. The MSF type B class is basically unsuitable for conversion to a hydro | 
graphic surveying ship. 

2. The MSF type D class can be converted to a hydrographic surveying shi | 
of low efficiency. The cost of conversion plus increased operational costs over | 
a 10-year period will approximate 90 percent of the cost of new construction. 
The expected service life of this type of ship will not exceed 10 years. 

3. The ATA class can be converted to a hydrographic surveying ship of re | 
duced efficiency restricted to selected areas of operation. The cost of conver | 
sion plus increased operational costs over a 10-year period will approximate | 
80 percent of the cost of new construction. 

4. The ATF class can be converted to a hydrographic surveying ship of re 
duced efficiency. Conversion costs plus increased operating costs over a 10-yeal 
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period will approximate 80 percent of the cost of new construction. Converted 
ships of this class will be restricted to selected areas of operation because of 
excessive draft. 

5. The service life of the converted ships will probably not exceed 10 years. 

6. The limited utility and restricted operational areas of the converted ships 
will require an increase in the overall number of ships required for perform- 
ance of the Bureau’s hydrographic surveying functions. 

7. Conversion of existing naval vessels to hydrographic surveying ships is 
not economically justifiable. At a cost of 80 to 90 percent of the cost of new 
construction this would be a stopgap measure and would only postpone meeting 
our fundamental needs for a period of 10 years. 

F. J. BRYANT, 
Commander, Coast and Geodetic Survey, 
Chief, Vessels and Equipment Branch. 


Srupy OF CONVERSION OF EXISTING NAVAL VESSELS TO HYDROGRAPHIC SURVEYING 
SHIPS FOR COAST AND GEODETIC SURVEY 


APPENDIx A 
Detailed estimates for cost of conversion of the MSF type D class 


A, STRUCTURAL CHANGES AND ACCOMMODATIONS 


1. Strengthen structural hull (100 tons at $2,000)_----------_____- $200, 000 
2. Enlargement of deck house, main deck aft (15 tons at $2,000) ____ 30, 000 
3. Alteration and enlargement of deckhouse, superstructure, and 

bridge decks (substitute aluminum for steel, 50 tons at $38,000) —_ 150, 000 
4. Insulation of shell and house sides in way of accommodations 

(4.000 squat Teel 60 Sier se iach wienalecedetiisteetee L 60, 000 
5. Deck covering in accommodations (10,000 square feet at $2)____ 20, 000 
6. Furniture and furnishings___._ ~~~ pat Je inbaetd nt ay se 60,000 
7. Subdivision of accommodations___..----_ sitet eet sale ad 24, 000 


8. Galley and mess equipment___________-__~ ekcme sels bee alets 16, 000 


9. Revision of lighting to suit new arrangement sata Rathdliate tase eos 12, 000 
10. Revision and improvement of ventilation and heating to suit new 
OPA COMO. a oe rien nica ai Nag Sica ica ern SS eet Soe 64, 000 
11. Provision of sanitary facilities, including piping and flushing 
a we oem a ct aad itnaanladcaiciraeeh cis ashiatec cea ona Rieke tee: 38, 000 
Subtotal_ sia etn ceases ka eae ee er ae 674, 000 


B. REMOVALS AND ALTERATIONS OF EQUIPMENT 


1. Provision of new anchor windlass, including installation costs_____ 20, 000 
2. Removal of magnetic minesweeping system_-_ ss 15, 000 
3. Installed cost of boat davits and winches_________________ sta ae 120, 000 


EN a eed abouts ae a calcd en eae ancouinaeiscacn aan at aac 155, 000 


C. REPLACEMENT, OVERHAUL, AND ALTERATION OF AUXILIARY 
MACHINERY AND OUTFIT 


1. Installed cost of 8,000 gallons per day evaporator________________ 16, 000 
m metal cost of new heating boiler... 30, 000 


3. Installed cost of 2,200 kilowatts ships-service generators__________ 80, 000 
4. Installed cost of steering engine to replace existing manual 
installation_____~ a a eae ge 32, 000 


5. Overhaul of machinery not replaced Fee ee ae ee ae . 20, 000 
6. Alterations to main switchboard and electrical system__________- 28, 000 
(. Machine tools 3 Se abeb tees a 18, 000 
8. Special tools and equipment ident chaiateisisaalabebennieiac ce cies 8, 000 
Subtotal sa ay ee usbaaim sae ; z 232, 000 

D. MAIN PROPULSION MACHINERY 
1. Overhaul of main engines and reduction gears______....._ 60, 000 


«. Additional for main engine replacement if required_______ 345, 000 


ig pw ih sc ts es ph i cg bs ia as 5 ‘ 105, 000 


Subtotal____ 
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Detailed estimates for cost of conversion of the MSF type D class—Continued 


E. PROVISION OF NAVIGATION, ELECTRONIC, AND SURVEYING 





EQUIPMENT 
PrcTeame NSO MORNIN ro Si ere ei ie dh) Sy ee ad $80, 000 
2. Installed cost of automatic steering system (gyro pilot) .______ 24, 000 
ioc MaCRNTRTNS OREAOM WR CNOG 2a se eee ie Sei ite i oa tes ee 28, 000 
4. Radar, loran, and RDF (installed cost) _....__..._____-________ 27, 000 
ol TT RNIRII 5 ol si oe attic nr ecetakewetedoctinknakuce ect 24, 000 
G, mectromic positioning systems... 2 ee se cc 132, 000 
7. Oceanographic winch and equipment________________________ 18, 000 
8. Miscellaneous navigation equipment______.____________________ | 7, 000 
9. Underwater log system (installed) _....___._________________ 10, 000 
10. Surveying equipment and instruments_____________________ 12, 000 
IR I Rs since cinch ctbdias cnasedemamenateesaees 4, 000 
Nd ee 366, 000 
F. GENERAL COSTS 
i rete aen an RA: OSA RROD INN a 80, 000 
2. Berthing equipment___-__-~ pepceecease asa: ante gh Meare ee Sake Eee iw iene 12, 
mc eeemont POtimles Sly OVERRUN ee 154, 000 
reer rig ee Ks os ee es 246, 000 
SUMMARY 
A. Structural changes and accommodations__________________ 674, 000 
B. Removals and alterations of equipment_________________ 155, 000 
C. Replacement, etc., auxiliary machinery___..._..__..._..___.__ 232, 000 
SP BRAN DOONAN SORGMANOE TY oo 5 os wane alan useedoust 405, 000 
E. Navigation, electronic, and surveying equipment________________ 366, 000 
Dann tte et eS ee 246, 000 
i; ai ge ss eh te aa ss ta icp ca bk spel ar pbs es asd ce Sh A 2, 078, 000 
StTupDY OF CONVERSION OF EXISTING NAVAL VESSELS TO HYDROGRAPHIC SURVEYING 


SHIPS FOR COAST AND GEODETIC SURVEY 
APPENDIX B 
Detailed estimates for cost of conversion of the ATA class 
A. STRUCTURAL CHANGES AND ACCOMMODATIONS 


1. Removals (towing winch, fittings, monitor, ete.) $18, 000 


2. Extension of deckhouse, main deck aft (12T, at $2,000)_______ 24, 000 
3. Alteration and enlargement of deckhouse, bridge deck (12T, at 

BA hatte a eae bebe tdaadauds a ie tel er Ng 24, 000 
4. Insulation of shell and house sides in way of accommodations 

[oR Pn UIC EE NE EO Won io Soa aed amie pili sack to 30, 000 
5. Deck covering in accommodations (4,000 square feet, at $2)______ 8, 000 
6. Furniture and furnishings_____._._.___...__._______ ae ena 40, 000 
7. Subdivision of accommodations___________________ Be Se tae 12, 000 
come Le SOG C1) Sa ee a a ne 10, 000 
9. Revision of lighting to suit new arrangement__________________- 8, 000 
10. Revision and improvement of ventilation and heating to suit 

I NP a areata ce wy el eadind Seletandatousal 36, 000 
11. Provision of sanitary facilities, including piping and flushing 

a aes 22, 000 

NN a i a Se 232, 000 
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Detailed estimates for cost of conversion of the ATA class—Continued 


B. REMOVALS AND ALTERATIONS OF EQUIPMENT 


1. Installed cost of boat davits and winches_.....________________ 


= OO DO 


TIS ore go bo 


Go 


wher 


. Overhaul of machinery not replaced 
3. Alterations to switchboard and electrical system 
. Installed cost of new refrigeration machinery 
. Alterations to fresh and salt water systems____________-..__-._- 
9, Machine 
10. 


i RR go 


. Underwater 
.: Surveying equipment: and Instrumente... 2... 1.06 emwwincinnmaes 


Provision of additional refrigeration space__..._.........._-___ 


RNR ai a a aE 


C. REPLACEMENT, OVERHAUL, AND ALTERATION OF AUXILIARY 
MACHINERY AND OUTFIT 


Installed cost of 4,000 gallon-per-day evaporator 
Tustalited cost. oF new heating Hover... wenn 
Installed cost of 2, 100-kilowatt ships service generators_____~_ 
Installed cost of steering engine to replace existing manual 

installation 


ON aa eae: 
Special tools and equipment 


12, 000 
18, 000 
50, 000 


26, 000 
18, 000 
16, 000 
17, 000 
8, 000 
6, 000 
4, 000 


Subtotal 


D. MAIN PROPULSION MACHINERY 


Overhaul of main igenerator welts... eee ee 
Replacement of main propulsion switchboard___-_--_--------_~ 
Additional for main generator sets replacement________-___--__ 


Subtotal_____ 


E. PROVISION OF NAVIGATING, ELECTRONIC, 


EQUIPMENT 


AND SURVEYING 


RPA Cts METAR TO is site scat ging wise ets elias aa ena caine cae 
Installed cost of automatic steering system (gyro pilot) _-_-___----~- 
RTOOR TSUN ARA OGLE SCAND ON a cs a ha casa ste nas eg Ne ge 
BAUGT, 1OFAH. ‘ORE Bele tierce easnds ewig teen 


TiSCtLONIC: POSITIONING SFSGME. ooo e ee i ed eae 
Miscellaneous navigation equipment__.__...-__...--..---_~_-. 
BORE VCR, URI EIOG Pies os cose et Sennen mean 


DUBE RORTRDRIC: COMING isis oh en ese ewndedccaceucueoakoen 


pS ARPES TIE NR hs ska sap ns snes apecpenle einai 


Sp ae aa ae i cia rere er ehh Beetle 


F. GENERAL COSTS 


MMOS IY) “GAGE “CUACENICEN TN “COMI ie tte measacpseeenies Mme een 
BUrCMItn (ONUOMONL. oq .o oi octal te aoentanen termes 
IERIE, <r SOR ONIO IN oa es ce stressed eae 
uneral TOpalvs ANG GYOTRR GE 8 oon on nnngeemmieinecieanpions 


a a a 


175, 000 


40, 000 
36, 000 
225, 000 


301, 000 


40, 000 
22, 000 
15, 000 
15, 000 
18, 000 
60, 000 
3, 000 
8, 000 
6, 000 
12, 000 
3, 000 


202, 000 











93, 000 
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Detailed estimates for cost of conversion of the ATA class—Continued 


SUMMARY 


Structural changes and accommodations_______-_-_-_____________ $232, 000 
Removals and alterations of equipment_________________________ 69, 000 
Replacement, etc., auxiliary machinery__.__._..-_______________ 175, 000 
UPPED RONEN NRE SHURE oa re od 301, 000 
Navigation, electronic, and surveying PENIDUIONE ono eee 202, 000 
rr AN a acount sicitn crc bas a weed a aca 93, 000 

te Se ee SR eee aion sca nes Sascciaea enaina* akig WO es 


STUDY OF CONVERSION OF EXISTING NAVAL VESSELS TO HYDROGRAPHIC 
SURVEYING SHIPS FOR COAST AND GEODETIC SURVEY 


APPENDIX C 
Detailed estimates for cost of conversion of the ATF class 


A. STRUCTURAL CHANGES AND ACCOMMODATIONS 


Removals (towing equipment, monitor, ete.) ~~ ---_.---__-_______ $34, 000 


Extension of deckhouse, main deck aft (1ST, at $2,000) _________ a 36, 000 
Extension of deckhouse, main deck, and bridge deck forward 

‘pe ET ke LE | 5 Ste a a a i a 50, 000 
Insulation of shell and house sides in way of accommodations 

Epes NS TOBE OE ON a oe ee 90, 000 


Deck covering in accommodations (10,000 square feet, at $2) _- 20, 000 
Deck covering, weather deck (8,000 square feet, at $2) _-________ 16, 000 
Furniture and furnishings___________ Sl a Liat Eee 60, 000 
Subdivision of accommodations. Ne a ee ee woKe 26, 000 
Revision of galley and mess room spaces___-_ ee 34, 000 
segue? B00 Mens GogiInmMment.. 2032 ee Loa 16, 000 





Revision of lighting to suit new arr: ingement de Rey ies tes - 10, 000 
Revision of ventilation and heating systems____________________ 80, 000 
Provision of sanitary facilities.__.._............. 2 PNR 40, 000 
ON he a Bn 512, 000 
ee 
B. REMOVALS AND ALTERATIONS OF EQUIPMENT 

Installed cost of boat davits and winches__._~-________________ é 120, 000 
Provision of additional refrigeration space___.._.___..___________ 28, 000 
a ata a ar Ee A ge ss 148, 000 





— eee 


C. REPLACEMENT, OVERHAUL, AND ALTERATION OF AUXILIARY 
MACHINERY AND OUTFIT 


Installed cost of 8,000-gallons-per-day evaporator__..____________ 16, 000 
apetalied cost: of new heating bolle’... u..........<............. 34, 000 
Installed cost of two 200 kilowatts ship service generators_______ 80, 000 
Replacement of main propulsion switchboard____________________ 60, 000 
Overhaul of machinery not replaced________- oe rere eee 24, 000 
ON a RCS aR NNN Sco me a er 18, 000 
ene Nn STUDI CL A ORRIN ee ee eee 8, 000 
SONIA BBS c= soreness 5 S88 Ae ee Serre ee 240, 000 
SSS 
D. MAIN PROPULSION MACHINERY 

' 
Overhaul of main propulsion generator sets______________________ 40, 000 
Additional for replacement of main propulsion gener rator sets_._._._._.. 410,000 
SUOMI te tr es ent ea le 450, 000 
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Detailed estimates for cost of conversion of the ATF class—Continued 


E. PROVISION OF NAVIGATION, ELECTRONIC, AND SURVEYING 
EQUIPMENT 





Tae RIS RN ON aa pss a ected a sense aaa lage gegen $80, 000 
2. Installed cost of automatic steering system (gyro pilot) -----_--__ 24, 0V0 
B: CGPI TAOS PRO a ia scan ashes g peepee embed aueaiacae 28, 000 
4. Radar, loran. and RDF. (installed: COSC) nic cence ecco 27, 000 
By eC nes cache mien atinab dite ac em meer 24, 000 
6 TiSCctEOaIe DEMILoning Sy SteMi Ge ee ete eeocaee 132, 000 
7. Oceanographic winch and equipment______..-___-.-.....__--____ 26, 000 
8. Miscellaneous navigation equipment____....--_.-.-._-----.__-- 7, 000 
So Dipaer waver sae, SYECORL .( eeUNNIOO? 6 nc cScd een aasewseeen ee 10, 000 
10. Surveying equipment and instruments___....... i. ........ 12, 000 
11. Blectronic test equipment... hile Sadat itee witecicatiaeiail 4, 000 
SOREN soo wien oa ape ane wee ee eae 374, 000 
fenenectnennasemsnscmndionsad> 
F. GENERAL COSTS 

i. SERRA) (DTNGE URES RANE COON oa ae ec bead tsa: ri eas exten cae 60, 000 
oD BEATER EER AP " COCU RN SR IRIS so a a aa aly oe ari oa Soe ts thin fa ava ieria 12, 000 
$ Genera? Pepairs and: Overman dl. .ni266. nc eecdediieswcnkaukdcemcnn 60, 000 
OUR oss ss a ain ciate ee ed ab ean wae 132, 000 

Sanne Oe 

SUMMARY 

A. Structural changes and accommodations___.__..__._.___--______ 512, 000 
R. Removals and alterations of equipment____________- See rr te 148, 000 
6; Replacement, otc., auxiliary MACHINE <a... cc ecmcmncascconucenn 240, 000 
D; SEeats DEOMUISION MACRINGTS 6 chk ek Cae a a eee eS 450, 000 
E. Navigation, electronic and surveying equipment __________________ 374, 000 
Srp aNNR INNO NON DIN go oi ia Slicccicdspisialees ee a Ea eo ae aa i eon ee ee a ae i . 132, 000 
RN ae har at eae ca a aaa aes aia sc es eee 1, 856, 000 
<sunnnneennaaneoe eames 


EXISTING SHIPS OF FLEET 


Mr. Bow. You say prior to World War II you had eight major ships 
engaged in offshore surveys. ‘These ships were transferred to the 
Navy. 

Did any of those come back to you ? 

Admiral Karo. Only one of these specific ships. The Pioneer was 
a replacement for one of the larger ships we transferred to the Navy. 

Mr. Bow. Do you have a record here now so you can give us the 
present age of the existing ships of your fleet ? 

Admiral Karo. We will furnish that, sir. 

(The information requested follows :) 
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List of vessels 
PRESENTLY AVAILABLE 








Year | } Displace- | Propulsion, 
Name built | Material Length Beam | ment tons, | number of 
| | | loaded engines 
| | | 
Bowie. .._-- : ..---| 1943 | Wood__- 136.0 | 24.5 | 267 | 2 diesels. 
SR Se lac noses oae -s| 1027 OP cai 103. 0 18.5 | 180 | Do. 
SSeS Steel_____-] 219. 6 | 38.0 1,900 | Steam turbine, 
CRONE oi cone . 3 1930 sv 77.5 | 16. 5 | 95 | 1 diesel. 
Hilgard_--_.- ---| 1942 Wood__- 66.0 | 14.8 | 48 | 2 diesels. 
Hodgson. ; | $083. |. ..do..ccc. 136.0 | 24. 5 | 267 | Do. 
Hydrographer-__- scien, ae Steel__- | 164. 5 31.5 | 1,106 | 2 diesel-electric, 
Lester Jones -- i 1940 | Wood 88. 0 21.0 150 | 2 diesel. 
Pathfinder... 1942 | Steel 229, 3 | 39.0 | 2,000 | Steam turbine. 
Patton.._. .-| 1941 Wood 88.0 | 21.0 | 150 | 2 diesels. 
Pioneer- _- pinnae ee Steel 311.6 41.0 | 2,600 | 4 diesels. 
peott.....~ : ae 1950 W ood 73.0 15.6 66 | 2 diesels. 
Surveyor !. ; -| 1960 Steel 292. 3 46.0 3,150 | Steam turbine, 
Sosbee : _...-| 1930 Wood... 68.0 16. 6 46 | 1 diesel. 
Wenwrent............ 1942 do 66. 0 14.8 48 | 2 diesels. 





DISPOSED OF DURING THE LAST 5 YEARS 


Bowen. in 1943 Wood_- 111.5 18. 7 140 | 2 diesels. 

| 1 diesel. 
Derickson - -- s --| 1944 do_. 136. 0 24.5 267 | 2 diesels. 
Onward_-__. ‘ 1945 | Steel__- 180. 0 31.5 690 Do. 
Pen othas os 1943 | Wood. 111.5 18. 7 140 Do. 


1 diesel.3 





Stirni_ Sea atinabiaecaselacest 1943 OG sa 111.5 18.7 140 | 2 diesels. 

Si |, aCe 1917 Steel 186. 0 34.3 1,150 | Steam turbine. 
1 New. 
2 Old. 


3 Auxiliary propulsion. 


NoTEe.—With the exception of the ship Surveyor none of the above vessels have been replaced. 
LOCATION OF SHIPS 


Mr. Bow. At the present time where are your ships located ? 

Admiral Karo. Seven on the west coast, five on the east coast, and 
two in the gulf. The Pioneer is in San Francisco undergoing repairs 
before she goes out on the Navy trip. The Surveyor is being com- 
pleted in San Diego. 

The Fwplorer is about to leave Seattle to come around to the east 
coast. 

The Pathfinder is in Seattle ready to go to Alaska. 

The Patton and the Jones, which are two small tenders, are in 
Seattle. One will go to Alaska, the other will operate in Puget Sound. 

The Bowie and the Hodgson are in Seattle and will go to Alaska. 

In Norfolk we have the Cowie which operates in Chesapeake Bay 
because her condition will not allow her to make an open sea voyage. 

We have the Hilgard and Wainwright, two wire drag launches, 
and they will operate along the New England coast and in Long 
Island Sound. 

We have the Gilbert in Norfolk which will operate around Nan 
tucket Island, and the Scott which will undertake coast pilot inspec- 
tions along the east coast. 

The Hydrographe r which is in St. Petersburg will operate in the 

gulf. 

The Sosbee will operate around Fort Myer, Fla. 
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That is practically the whole rundown. These ships range from 
55 feet to a little over 300 feet in length. 

Mr. Bow. Give us a description of your ships at the same place I 
asked for the age. 

Admiral Karo. Very well, sir. 


ESTIMATED COST OF NEW LABORATORY 


Mr. Bow. I do not want to see you get into any trouble, Admiral. 
You have made some pretty firm statements here about costs of these 
new laboratories. I do not want to see you embarrassed in the next 
couple years. 

Admiral Karo. If you will notice on page 291—— 

Mr. Bow. Yes. Where do you get this figure of $350,000? How 
firm is that figure ? 

Admiral Karo. It was worked out with the GSA. 

Mr. Bow. I believe if I were you, Admiral, I would say those are 
the figures of the GSA. I have seen them come in with figures be- 
fore. If you tell us that this will be your total and you will stand 
on it, GSA might embarrass you considerably. 

In this budget we have an item for the National Bureau of Stand- 
ards, for instance, which has changed considerably since the first pres- 
entation. Thechairman mentioned it the other day. 

You are now relying upon statements given you by GSA; is that 
correct ¢ 

Admiral Karo. That is correct, sir, and I appreciate your concern. 

Mr. Bow. You do not know the office and instrument shop will be 
$66,000 but you are depending on GSA ¢ 

Admiral Karo. That is right. These are relatively simple con- 
structions so they should not go too far wrong. 

Mr. Bow. They should not, but—— 

Admiral Karo. They sometimes do. 


FACILITIES IN HAWAII 


Mr. Bow. I would be interested in knowing, Admiral, whether you 
people were able to forecast this voleano we are having in Hawaii 
now. 

Admiral Karo. No, sir. 

Mr. Bow. It “snuck up” on you, did it? 

Admiral Karo. We do not atte mpt to forecast volcanic activity. 

Mr. Bow. I thought you had a station there on Hawaii. 

Admiral Karo. No, sir. 

Mr. Bow. Who operates that / 

Mr. Yates. The Weather Bureau. 

Admiral Karo. We have a geomagnetic observatory on Oahu. 
That is where we are building this new observatory. We have had 
to move it. The construction is a little over 20 percent complete now 
and we hope to complete it in April or May. 

Mr. Yates. You have nothing there? 

Admiral Karo. No, sir. We have a couple of outpost stations for 
seismographs on Oahu but nothing close to the volcano. 
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Mr. Horan. Who operates the one near the voleano which is erupt- 
ing now!’ I was there and Dr. Ellsworth told us all about it. We 
have a museum there, also ¢ 

Admiral Karo. I am sorry I do not have the information at this 
time. I can furnish it for you. 
Mr. Bow. That is all I have. 


LOCATION OF SEISMOGRAPH STATIONS 


Mr. Horan. I was interested in your activites, of course, where you 
said the Bureau operated 11 seismographic stations. 

Admiral Karo. Yes, sir. 

Mr. Horan. And cooperated with 13 others ? 

Admiral Karo. Yes, sir. 

Mr. Horan. In order for us to have a picture of this operation and 
so the hearings might reflect the size of this—Mr. Yates has asked 
some questions along this line—I wonder if you would supply for the 
record their locations and any other comments you might care to 
make regarding the operation. 

Admiral Karo. We would be happy to do so. 

(The information requested follows :) 


Location of seismograph stations 


STATIONS OPERATED BY THE COAST AND GEODETIC SURVEY 


Main stations: Outpost stations: 
College, Alaska College, Alaska. 
Guam, Mariana Islands Honolulu, Hawaii 
Honolulu, Hawaii Tueson, Ariz. 

San Juan, P.R. Washington, D.C. 


Sitka, Alaska 
Tueson, Ariz. 
Ukiah, Calif. 


STATIONS WHICH COOPERATE WITH THE COAST AND GEODETIC SURVEY 


College or other organization: Location 
The Panama Canal Co_......-_.....-....... Balboa. Heights, C.Z. 
reer ot TeCimmetIOn. - ok oe cnn Boulder City, Nev. 
BERMEmAe, PIPE SIOIINO en oo cee Bozeman, Mont. 
Montana School of Mines____._________---~-. Sutte, Mont. 
University of Chicago and U.S. W eather 

NN ee egal Chicago, Ill. 

University of South Carolina__......._____- Columbia, 8.C. 
a NR sl ar ea mee Guam, Mariana Islands. 
Bareav of Meciamation._ "ek Hungry Horse, Mont. 
Nebraska Wesleyan University____-____~---~~- Lincoln, Nebr. 
The Trankiin Inetitate...... i... _... Philadelphia, Pa. 
South Dakota State School of Mi. cai te Rapid City, S. Dak. 
DORNER AE UN i oe a eas .. Salt Lake City, Utah. 
U.S. Army Ionosphere Station__._..___-_--~- Thule, Greenland. 


REIMBURSABLE ACTIVITIES 


Mr. Horan. I also would like to have Admiral Karo comment as he 
wishes on the reimbursable work found on pages 284, 285, and 286 so 
we might know the relationships between this agency and others and 
how this work is progressing. I note this work is s dec reasing. 
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Admiral Karo. That is correct. Part of the reimbursable work is 
the military reimbursing us for the cost of paper and printing for the 
charts we furnish them, so that is almost constant, although in many 
areas the Air Force has dropped off. 

Under the Navy, the operation of the Pioneer will no longer be a 
reimbursable project. 

Then in activities with the IGY our activities are decreasing year 
by year. 

We have done some work for the FAA on surveys of the Chantilly 
Airport. We do not expect anything in 1961 there. 

We had a program with the Atomic Energy Commission and the 
Maritime Administration on the circulatory surveys in New York 
harbor and other areas in advance of the operation of the nuclear ship 
Savannah. 

That program has been suspended, but we do have a program with 
the Atomic Energy Commission in the monitoring of disposal areas 
for low level radioactive wastes. 

Mr. Horan. Is that the $300,000 item ? 

Admiral Karo. No, sir, that has been in the nature of only $25,000 
or so a year for monitoring disposal areas. 

Mr. Horan. That is right, the other was under earthquake investi- 
gation. 

Admiral Karo. Then on the Geodetic control surveys we have had 
operations at Cape Canaveral and along the missile range, and we 
have also had some work for them in missile site locations in various 
places in the world. 

Then we have an interstate highway program where we furnish 
control where requested by the States along the new interstate high- 
way routes. 

On this classified project that is something for the Atomic Energy 
Commission and some of the others. I think you have an idea what 
that is without my trying to describe it by going into executive session. 

I believe that takes care of the major items, sir. 

Mr, Horan. Would you care to comment briefly or supply some- 
thing for the record relative to the recent turbulence at sea which 
hurt so many ships around the globe? There was one just a couple 
weeks ago. 

Admiral Karo. It looks like a stormy year all over. I have noth- 
ing to add other than what you have seen. We did not have any ships 
in the areas. If we had worldwide oceanographic surveys and could 
keep track of the currents, temperatures, and so forth, and better fore- 
casting of the weather, by knowing more of the interchange between 
the atmosphere and the oceans, we could perhaps avoid some of these 
storms. 

Mr. Horan. Is that a continuous end result we might look forward 
to ¢ 

Admiral Karo. I think so. When you consider 70 percent of the 
earth’s surface is covered by water so that the contact of the atmos- 
phere with the water and various water temperatures, moisture and 
heat exchange certainly has a lot to do with weather. 
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NOTICES TO MARINERS 


Mr. Horan. You put out a weekly report to mariners, do you not? 

Admiral Karo. We do not, sir. It is put out by the Coast Guard 
and Navy. We furnish items for it. 

Mr. Horan. You contribute to it? 

Admiral Karo. Yes, sir. 

Mr. Horan. Is that aimed at avoiding some of the catastrophies that 
have occurred ¢ 

Admiral Karo. These notices to mariners give information on 
changes in navigational aids and dangers that “have been found by 
surveys or which are reported, but these notices to mariners do not 
give information on the weather. They have regular weather bul- 
letins that are transmitted by the Weather Bureau and the Navy. 

Mr. Horan. That is all, Mr. Chairman. 


SALE OF SMALL CRAFT CHARTS 


Mr. Micuexr. Admiral, how are the sales of small craft charts going? 

Admiral Karo. They are coming along quite well, sir. In fact, we 
were rather surprised in November and December to have people still 
buying them when you consider the fact that the smallboat navigation 
season normally closes in the fall, on the Potomac River. The in- 
quiries we get from other areas of the country wanting to know about 
them is great. 

Mr. Micuet. How much revenue is generated from these sales? 

Admiral Karo. I would have to check the number. After all, we 
have just the one series. 

Mr. Micuer. That is the $735,000 ? 

Admiral Karo. That includes all of the charts, both nautical and 
aeronautical. 

Mr. Micuen. And, how is the cost figured ? 

Admiral Karo. By law it is figured on the cost of the paper and 
the printing as nearly as practicable, and we interpret that rather 
liberally because we feel that the Gover nment should get a fair return 
on them, and that there should be a price high enough so that the 
man will respect the chart and it will not be used except for the pur- 
poses for which it was intended, but low enough so that the man who 
actually needs a chart will feel free to get one rather than to try to get 
along with an obsolete chart. 

Mr. Micuen. But, we cannot say that they are paid for in full by 
the general public. 

Admiral Karo. No; but it does take care of the cost of printing and 
paper, distribution and most of the press plate costs. 

Mr. Micnev. That is all, Mr. Chairman. 


EXCHANGES WITH FOREIGN GOVERNMENTS 


Mr. Bow. How much work of this kind is done by other agencies 
of the Government in cooperation with foreign gov ernments? Do 
you know? 

Admiral Karo. No, sir; I do not know. 

Mr. Bow. Do you have any exchanges with foreign governments! 
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Admiral Karo. Yes, sir. In our geomagnetic program and some of 
our other programs we do. In fact, we get some information for some 
of the other agencies, being classified as a civil agency, which they 
cannot get themselves. 

Mr. Bow. I recently met a major in the Army, coming back from a 
foreign country who had been assigned in this type of service to this 
foreign nation, and I wondered if you have liaison with that type 
activity. 

Admiral Karo. No, sir; ours is mainly in the teleseismic and geo- 
magnetic fields. 

Mr. Bow. Is there a possibility that by not having this liaison we 
are losing important information that we might be able to gain? 

Admiral Karo. I think better liaison and a better underst: inding 
in technical fields promotes universal understanding and, as you 
know, we have a party working under ICA in Ethiopia at the present 
time, putting in geodetic controls from which will develop the maps 
and information needed for that phase of the blue Nile water resources 
study. 

Mr. Bow. This major was coming back from a Latin American 
tour where he spent 2 years in coast and geodetic survey work with 
that country. 

Admiral Karo. For the Inter-American Geodetic Survey 4 

Mr. Bow. Do you have liaison with that organization so that we 
vet the benefit of information they receive / 

Admiral Karo. Oh, yes. The Inter-American Geodetic Survey is 
run by the Army Engineers and for years we had officers down there 
to assist and advise in a technical capacity. In fact, it was just a 
year ago that we did not replace that officer because we were criti- 
cally short of experienced officers for our own work. 

Mr. Bow. That isall, Mr. Chairman. 


NORFOLK SHIP BASE 


Mr. Presron. Admiral, would you please furnish a statement for 
the record on the Norfolk Ship Base for which you are requesting 
language authorizing the transfer of Navy property and an appro- 
priation of $250,000 for the development of the base. 

Admiral Karo. I will be glad to, sir. 

(The statement follows :) 


NORFOLK SHIP BASE 


The Coast and Geodetic Survey has based part of its survey fleet in Hampton 
Roads and Norfolk almost from the beginning of its operation along our 
eastern seaboard. Since shortly after World War I, Norfolk has been con- 
sidered and used as the major base of operations for our east coast survey 
vessels due to its central location. It is primarily at Norfolk that we repair 
and outfit ships and process the past seasons field records. Many operations 
have been conducted using Norfolk as a year-around base. 

Although the need for a permanent base of our own has long been recog: 
hized, we have been partially successful until recent years in obtaining wharf- 
age gratis or on a lease basis. Every effort has been made to berth our east 
coast fleet and perform necessary repairs and maintenance work at facilities 
owned by other Government agencies. These arrangements have been very 
unsatisfactory as we have never been able to establish an efficient and com- 
plete operation due to the danger of eviction, which has happened at various 








652 


times. We have been forced to move from one location to another on several 
occasions, partially or totally. 

At the time of our latest move we were able to obtain a use permit from 
the Navy to occupy the York Street fleet landing. Representatives of the Coast 
and Geodetic Survey surveyed the entire Norfolk area in their effort to locate 
adequate wharfage space and shore facilities. The Navy York Street fleet 
landing location, provided for in the 1961 estimates, is the only available and 
suitable location. 

Mr. Preston. Thank you, gentlemen. 

Admiral Karo. Thank you, sir. 


TUESDAY, J ANUARY 19, 1960. 
OFFICE OF THE GENERAL COUNSEL 
WITNESSES 


ROBERT J. DODDS, JR., GENERAL COUNSEL 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next matter which the committee will consider 
is a brief interrogation of the General Counsel. 

Heretofore, the General Counsel has not appeared to justify his por- 
tion of the budget, but the committee thought it advisable to give him 
an opportunity to inform the committee about the functions of his 
office, the size of it, and so forth. 

So, we are glad to have Mr. Robert J. Dodds, Jr., the General 
Counsel, to appear before us. 

Mr. Dodds, do you have a prepared statement which you would like 
to present to the committee ? 


GENERAL STATEM ENT 


Mr. Dopps. I have a prepared statement, Mr. Chairman, but I 
would be glad to just hand it in for the record, or I would be glad to 
read it, or I would be glad to summarize it. 

Mr. Preston. In view of the length of the statement, it might be 
well to insert it in the record at this point, and then if you will high- 
light the statement for us at this time, Mr. Dodds, that will be satis- 
factory. 

Mr. Dopps. I will be glad to. 

(The statement referred to follows :) 


Gentlemen, my name is Robert J. Dodds, Jr., and I have been General Counsel 
of the Department of Commerce for approximately 1 year. In that period, if 
nothing else, I have learned that the Department of Commerce is the most kalei- 
doscopie and varied of all governmental agencies. Recognizing that it is an im- 
possibility for the General Counsel—or at least this particular General Counsel— 
to be an expert in all the Department’s areas of interest, about the best that can 
be expected is for him to be a jack-of-all-trades, legally speaking. 

In my office in addition to the General Counsel there is a Deputy General Coun- 
sel, 4 Assistant General Counsels, a Special Assistant to the General Counsel and 
12 other lawyers. We have a liaison representative for the Senate and one for 
the House. They are not lawyers. There are 18 secretarial and clerk positions, 
all held by female employees. Thus there is a total of 39 persons in the office. 
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As the constituent agencies of the Department, it should be noted that the 
Patent Office, the Bureau of Public Roads, and the Federal Maritime Admin- 
istration have their own legal staffs. The National Bureau of Standards and 
the Business and Defense Services Administration each has one lawyer. The 
Weather Bureau, Coast and Geodetic Survey and Census Bureau have no legal 
staffs. Legal services for these last-named agencies and for the Bureau of 
Foreign Commerce are handled direct from my office, as are supplementary 
services for NBS and DDSA. The day-to-day work of the three agencies 
having separate legal staffs is handled by their own lawyers, but with re- 
spect to all matters affecting the Secretary of Commerce or other secre- 
tarial officers all legal work of these or any other agencies is handled by or 
coordinated with my office. For example, all responsibility is placed in this 
office for legislative affairs, whether of the Patent Office or any other agency 
of the Department; for coordination of all legislative activities with the Execu- 
tive Office of the President so as to assure that actions taken are within the 
President’s program. In the case of the Patent Office, illustrations would include 
the present efforts to increase patent fees and changes in laws governing Patent 
Office proceedings. The recent issuance of a regulation restricting advertising 
by practitioners before the Patent Office is an instance of a regulation requiring 
independent consideration and approval by the Secretary of Commerce with legal 
advice provided by the Office of the General Counsel. 

My office is concerned with a large number of statutes, their interpretation 
and their application to the Department. Some of the principal enactments 
with which we are frequently concerned are the Export Control Act, the Fed- 
eral Property and Administrative Services Act of 1949, the Reciprocal Trade 
Agreements Act, the mutual security acts, the Defense Production Act, the vari- 
ous merchant marine and shipping acts, the highways acts; and, of course, the 
organie acts under which the various agencies such as the Census Bureau have 
been established . 

Members of my office are frequently called on to assist with the preparation 
of material for submission at congressional hearings. Frequently these hear- 
ings have to do with matters of national significance. In 1959 we were involved 
with a great number of hearings including those having to do with area assist- 
ance, transportation policies, geodetic developments, census programs, highway 
financing, surplus property and foreign trade. 

My office, in coordinating the legislative program of the Department, prepares 
or reviews answers to requests from committees on pending legislation. More 
than 700 requests were made for the Department’s views on legislation during 
fiscal 1959. During the same period, the Bureau of the Budget requested the 
views of the Department on 130 items of legislation; additionally 94 replies 
were made to the Bureau’s requests for the Department’s views on enrolled 
enactments. 

You may wonder why and to what extent we are concerned with labor, anti- 
trust, and taxation matters. It must be borne in mind that the statutory man- 
date of the Department of Commerce is to foster, promote, and develop foreign 
and domestic commerce—in other words, to help American business. Through- 
out 1959 we were repeatedly asked to analyze and take positions on matters of 
legislation concerned with labor and with antitrust developments and with 
taxation. The business community asks the Department for advice on ques- 
tions in these areas. Consider labor. The General Counsel’s Office prepared 
the Secretary of Commerce’s affidavits which were required by the Justice De- 
partment in the recent longshoremen and steel injunction proceedings under 
the Taft-Hartley Act. Take taxation. We prepared statements and testified 
before a House committee on the question of tax incentives for American busi- 
ness abroad. Respecting other tax measures, such as State taxation of inter- 
state commerce and the deductibility of lobbying expenditures, we worked in 
conjunction with other interested agencies of the Government and with the 
public. Consider antitrust matters. The business community looks to the De- 
partment of Commerce, as well as to the Department of Justice, for assistance 
and advice in this field which is of signal interest to them. 

My office concerns itself in detail with legal aspects of all Federal programs 
relating to business and industry so as to be able to advise and give counsel 
to the Secretary. the Under Secretaries, the Assistant Secretaries, and to other 
policy officials with respect thereto. 

Let me say a word about transportation. Pursuant to Reorganization Pan 
No. 21 of 1950, the old Federal Maritime Commission was abolished and was 
replaced by the Federal Maritime Board and the Federal Maritime Adminis- 








654 


tration. Both of these agencies were placed in the Department of Commerce. 
At this same time the Office of the Under Secretary of Commerce for Trans- 
portation was established. President Eisenhower, in his message transmitting 
Reorganization Plan No. 21, stated that— 

“Without question, the Department of Commerce is now the appropriate center 
for transportation programs.” 

Previously, the Bureau of Public Roads had been placed in the Department. 
The General Counsel's Office is concerned with advising the Under Secretary 
for Transportation in all the wide spectrum of legal considerations affecting not 
only maritime and highway matters but also, in conjunction with the CAB 
and FAA, those aviation matters for which the Department has statutory re- 
sponsibilities: and in coordinating rail, truck, and pipeline transportation mat- 
ters with the ICC. Throughout 1959 the Office of the Under Secretary for Trans- 
portation has been engaged in the preparation of a transportation policy study. 
This is scheduled for early completion and will represent a comprehensive re- 
view of national transportation to identify emerging problems, to redefine the 
appropriate Federal role, and to recommend needed legislation—all at the direc- 
tion of the President. This study plus many other transportation problems 
have required extensive services from the General Counsel’s Office. 

Last year the St. Lawrence Seaway, in achieving operational status, was the 
occasion of considerable legal work in my office. Principally we were concerned 
with defining responsibilities of the Administrator of the Seaway Development 
Corporation and in working out the relationship between the American and 
Canadian agencies. Likewise, on behalf of the Federal Government, we are 
handling the legal work preparatory to the Century 21 Exposition which will be 
held in Seattle in 1962. Here, again, this has meant congressional appearances 
before House and Senate committees and currently involves negotiations with 
State of Washington officials relative to the transfer of an exposition site to 
the Federal Government. 

A member of the General Counsel's staff assists in representing the Depart- 
ment at meetings of the International Labor Organization at Geneva and also 
advises the Department’s representatives on the Oil Import Appeals Board, 
established in connection with the mandatory oil import program. 

In anticipation of the decennial census to be taken this year a considerable 
number of legal problems has arisen. Routinely, the General Counsel's Office 
is responsible for reviewing census questionnaires and in dealing with recalci- 
trants who refuse to answer census questionnaires. 

In foreign commerce the legal work chiefly comprises the handling of admin- 
istrative proceedings on the denial of export privileges and assistance to the 
Department of Justice in the preparation and prosecution of criminal cases. 
Legal services for the 11 international trade fairs and for the U.S. exhibition in 
Moscow were handled by my office. This work involved the negotiation of con- 
tracts for design, architectural and construction services, and for the procure- 
ment of a variety of special services. 

The Office of the General Counsel reviews all contracts which the Department 
enters into and which must be approved by the Secretary or submitted for legal 
approval pursuant to Department orders. In the last fiscal year the Office re- 
viewed some 200 contracts, leases, and bonds. It submitted 235 legal opinions 
and memoranda. 

Certainly not the least of my duties during the past vear has been to assist 
with the Senate confirmation of secretarial officers in addition to my own. There 
were seven of these confirmation hearings, some of them being very brief but 
all requiring preparation. One of the confirmation proceedings was the longest 
in a generation. It extended over 3 months, required intensive and exhaustive 
preparation and resulted in more than 1,100 pages of printed testimony and sup- 
porting data. 

In conclusion, I would like to stress that as a relative newcomer I have been 
deeply impressed with the industriousness and capabilities of the lawyers in the 
General Counsel's Office at the Commerce Department; and also with the fact 
that they are performing services of notable benefit toward our common cause of 
providing good government. Thank you. 


BIOGRAPHICAL BACKGROUND INFORMATION 


Mr. Preston. First, would you give us your background ? 
Mr. Dopps. Mr. Chairman and gentlemen, my name is Robert J. 
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Dodds, Jr. I came down to the Department of Commerce as General 
Counsel about 1 year ago, following a good many years of private 
practice in Pittsburgh. 

One of the first things I learned when I came down here was that 
the Department of Commerce was probably the most varied and ka- 
leidoscopic of all departments. 

I also quickly found out that it is impossible. at least for this par- 
tic of u’ General Counsel, to be a master of all trades, but I tried to be 
a jack of as many trades as I have been able to pick up in the year that 
I have been here. 

ORGANIZATION 


In the Office, as the statement and the charts before you show, there 
are 19 lawyers—18 in addition to myself—and 20 others. Of the “20 
others,” 18 are female employees, and two are legislative liaison rep- 
resentatives. 

Our relations with the three agencies of the Department which have 
their General Counsels, or solicitor offices, are namely, Patent, Mari- 
time, and Public Roads, which I think would be worth a word of 
mention. 

Each of those three agencies—the legal statfs—of course report to 
the head of the agency. They are not under my Office. They are not 
on the same payroll as I am, but we do enjoy a good working arrange- 
ment. 

The Solicitor of the Patent. Office, the General Counsels of Maritime 
and of Public Roads work with myself and with my assistants and 
others in my Office on matters affecting Department policy. After 
all, as I view my position and that of the General Counsel, of pourte, it 
is primarily to advise the Secretary of Commerce, the Under Sec- 
retaries, and the Assistant Secretaries on matters of policy or on mat- 
ters affecting the Department as a whole. 

The day-to-day work of Maritime, Public Roads, and of Patents we 
are not concerned with. Most specifically, we are not concerned with 
the issuance or denial of patents and registration of trademarks, but 
when a matter comes along, let us say, a police y matter of sufficient im- 
portance that it should be brought to the attention of the Secretary, or 
if he is required to take a position on it, then our Office has work to do. 

In the statement which I have submitted for the record it is men- 
tioned that the Weather Bureau, the Coast and Geodetic Survey and 
the Census Office have no legal staffs at all. So, we work more closely 
with them because we are in effect their lawyers. 

In the fields of international commerce, foreign trade, and domestic 
affairs, other than those I have specified, there, again, we provide the 
legal services. 

It might be of interest to you to mention some of the enactments. 
the statutes, with which we are concerned. One of the first that comes 
tomind is the Export. Control Act of 1949. 

Mr. Preston. Is that included in your general statement which has 
been placed in the record ? 

Mr. Dopps. I believe we make brief mention of them. 

Mr. Preston. If so, you may omit that in your oral statement. 

Mr. Dopps. Very well. 
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AREAS NOT ORDINARILY CONSIDERED IN PROVINCE 





Very briefly in the statement I mention three areas which might not 
ordinarily come to mind as being within our province, but I think 
they are worthy of a moment of enlargement—labor, antitrust, and 
taxation. 

LABOR 


If one regards the Department of Commerce as being a representa- 
tive of the business community, fostering and promoting and develop- 
ing business and commerce, then you can see that we are concerned 
with legislative proposals or economic measures in each of those fields, 
As a matter of fact, during the year I have been here I have spent 
fully as much time on labor matters in the broad sense as I have on 
anything else. We have consultations with the Department of Labor 
on, let us say, proposed amendments or regulatory changes in the 
field, Fair Labor Standards Act, and the extension of its coverage to 
a wider field, or tightening the enforcement powers. 

They commune with us because they know of our interest on behalf 
of American business. 

TAXATION 


In taxation the Supreme Court about a year ago came out with 
several holdings which seriously affected the hitherto inviolate right 
of interstate commerce to be free from State taxation. A series of 
decisions came down as a result and the business community is taking 
a great deal of interest in those. The Senate Small Business Com- 
mittee as a result held hearings in which we were greatly interested. 
H.R. 5, Congressman Boggs’ bill to provide certain tax incentives 
for Adin ican investment abroad, is another example which comes to 
mind. We participated in hearings on that, and had a good many 
intergovernment conferences in order to determine our position. 

H.R. 5, of course, is a taxation measure. Just recently the Treasury 
promulgated regulations affecting the deductibility of what is gen- 
erally called lobbying expenses. There, again, the business com- 

munity says: “Well, if we contribute to such and suc ‘h, is that deduct- 
ible? It always has been.” 

Normally, the Treasury Department would supply that type of 
advice, and in the last analysis they do. But, on the firing line day 
to day we are the ones who receive the letters which have to be ana- 
lyzed from individual companies and associations. 

Mr. Bow. Would the gentleman yield at that point? 

Mr. Preston. Yes, sir. 

Mr. Bow. Are you telling us now that you advise the business 
people on what they may take as a legitimate tax deduction ? 

Mr. Dopps. No. 

Mr. Bow. Will you explain that to me, please ? 

Mr. Dopps. Mr. Bow, they come down to see us over their par- 
ticular problems. We feel we should give as much service as we 
can and they will pose certain questions on—let us take taxation. 

Mr. Bow. I would like to go back to your statement about this 
lobbying and whether or not this is a proper tax deduction. Now 
do you give some advice on that ? 
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Mr. Dopps. The Treasury published preliminary regulations giv- 
ing notice to the world and to the community that they are under 
consideration. Companies and agencies write to us giving us their 
views or asking us for our views. We enter into correspondence 
or have meetings about it, and we discuss it with the Treasury. We 
are more prone to hear the business community’s side of the prob- 
lem 

Mr. Bow. You have not answered by question directly as yet. 

Mr. Dopps. I am sorry. ' 

Mr. Bow. Do I understand from what you testified here to a few 
minutes ago that on the question of lobbying and the possibility of 
its being tax deductible that you consult with the business world 
or give it advice on whether that is a legitimate tax deduction? 

Mr. Dopps. They come to see us, and we listen to them and then 
we take up with Treasury their views. 

Mr. Bow. And, then, what do you do? 

Mr. Dopps. Well, the final responsibility is determined by the De- 
partment of the Treasury. That is prec isely what happened in the 
one instance I mentioned, Mr. Bow. The regulations which were 
finally promulgated last month—— 

Mr. Bow. Is not that a matter purely for these people and their 
own private counsel as to whether or not they should take a tax deduc- 
tion on lobbying? 

Is that something on which you should rule? 

Mr. Dopps. I daresay that probably each of you have constituents 
who come down to see us and who say, “How about this? This is go- 
ing to make it hard for us to do business.’ 

Mr. Yarrs. Yes; but we send them over to the Treasury Depart- 
ment. 

Mr. Dopps. We do, too, after a point. 

Mr. Bow. Just a minute. 

I have not yielded on this line of interrogation because I think this 
is important. 

You are answering my question by saying what I do with con- 
stituents, and that is not the answer. The question in my mind is 
whether this is a proper function for the General Counsel of the 
Commerce Department to advise private corporations as to their rights 
on deductions for income tax purposes. 

Mr. Dopps. Respectfully, I think that is not the context that I had 
in mind, Mr. Bow. We do not give that advice. I would like to say 
that very emphatically. But, we do feel that part of our job is to 
hear the views of those who are affected by pending legislation. 

Mr. Bow. Well, that is not what your original statement was, Mr. 
Dodds. 

Mr. Dopps. That is what I intended tosay. Tf TI did not, I apologize. 

Mr. Bow. You can correct it in the record if you want to, but that 
is not what you told us before. 

Mr. Yarrs. Why is it part of your function to hear the views of 
somebody on pending legislation if. in fact, the Department of Com- 
merce is not interested in that legislation except indirectly. in that 
it has a function to perform for the business community as well? Tf if 
is a question of taxation, is not that the job for another department 
and should not the business community be directed to the Treasury 
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Department directly rather than requiring you to formulate a legal 
opinion ¢ 

Mr. Dopps. I would not go so far as to say “formulate a legal opin- 
ion” on that, Mr. Yates, but just using your phrase of furthering and 
fostering the Nation’s business, we do feel if a representative of the 
business community has something to say to us, that we should show 
him the courtesy, if not the duty, of liste ning to his views. 

Mr. Yares. This I agree with. 

Mr. Dopps. I go over to the Department of the Treasury when 
these problems come up and have no hesitancy in referring the in- 
quiry to them, but feel that I should take up with them—I should 
perhaps not use the first person—but we should take up with them 
problems which concern the bussiness community. I mentioned just 
this one because it happens to be most recent. 

Mr. Yares. Perhaps, there is a line here that I do not quite see, 
but it seems to me that on the basis of what you have said so far, 
you have a very broad jurisdiction which has a great overlapping 
with the Treasury Department. 

Mr. Dopps. It does not lend itself to a scientific delineation; no, sir. 

Mr. Yares. All right; go ahead. 

Mr. Preston. Do you want to continue, Mr. Dodds, any further 
highlighting of your statement ? 

Mr. Dopps. Mr. Chairm: in, I think that most anything else I would 
say is at least touched upon in that statement. 

Mr. Preston. Very well. 


LEGAL STAFFING IN DEPARTMENT OF COMMERCE 


At this point in the record we shall insert a breakdown of the 
legal staffing in the Department of Commerce. 
(The matter referred to follows :) 


Legal staffiing 


Fiscal year 1960 Fiscal year 1961 
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General administration 19 | 20 39 $408, 630 23 | 20; 43 $438, 535 

Business and Defense Services | | } 
Administration 1 1 2 18, 000 1 | 1 | 2 | 18, 000 
Patent Office | 10 10 20 200, 200 10 10; 2 201, 000 
Maritime activities 35 32 67 529, 657 | 37 33 70 | 544, 430 
Bureau of Public Roads 23 21 44 407, 000 25 22 47 | 440, 000 
National Bureau of Standards 2 3 5 50, 735 2 3 5 | 51, 775 
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( YENERAL ADMINISTRATION 


Office of the General Counsel 


Fiscal year, | Additions 
1960 for 1961 


General counsel, $19,000 (ar 
Confidential assistant, GS-11 
Secretary, GS-6 ; 
Special assistant (attorney), GS-15- 
Secretary, GS-6.- 

Deputy General Counsel, GS-17 
Attorney, GS-14___. 
Administrative assistant, GS-9 phaabancne 

Assistant General Counsel (International Affairs), GS-16_- 
Attorney, GS-14__._. 
Attorney, GS-13 
Attorney, GS-11 
Secretary, GS-7 
Secretary, GS-6 
Secretary, GS-5 ‘ ees 

Assistant General Counsel (Transportation), GS-16 _- 
Attorney, GS-14 
Secretary, GS-7. aa - 

Assistant General Counsel (Domestic Affairs), GS-16 
Attorney, GS-15 
Attorney, GS-14 
Attorney, GS-13_- 
Secretary, GS-7. -- 
Secretary, GS-6. _- 
Secretary, GS-5. _._- a 

Assistant General Counsel (General Legal), GS-16 
Clerk, GS-6_- 

Legislation: 

Attorney, GS-12_____. 1 
Liaison officer, GS-14___- — ita ga 2 
Clerk, GS-9. £ os 2 ‘ . ' 4 . - at 1 
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Legal staff, 1960 and 1961 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Attorney advisor, GS-14__- 
secretary, GS-5~ 


NATIONAL BUREAU OF STANDARDS 


Patent advisor, GS-14_.__- 
Attorney adviser, GS-14__- 
Administrative officer, GS-9_ - 
Administrative Assistant, GS—7 
Clerk-stenographer, GS-6__- 
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PATENT OFFICE 


Office of the Selicitor 








Grade Tith 
GS-16 Solicitor 
GS-15 Deputy solicitor 
Patent attorney. 
GS-14 | do 
GS-13... ae 
Gs-9 Confidential assistant 
GS-7 ..| Examiner (admission to practice applications 
Patent assistant 
GS-5 ..-| Secretary (stenography 
Law clerk 
GS-4... .| Examiner (admission to practice applications) 
GS8-3__- .-| Clerk-typist ; 
RE i eres Messenger. 
I ih eee ec ae aed 
MARITIME ACTIVITIES 
Legal staff 
Grade Title 
WASHINGTON 
GS-16 agi General Counsel 
GS-15 : Deputy General Counsel 
Assistant General Counsel, Legislation 
Assistant General Counsel, Construction Contracts 
Assistant General Counsel, Litigation 
GS-14 Assistant to General Counsel 
Chief, Operating Subsidy Branch 
Chief, General Agency and Charter Branct 
Chief, Ship Sales and Vessel Transfer Branch 
Chief, Admiralty Branch 
Chief, Regulations Branch 
Chief, Litigation and Claims Branch 
Attorney adviser 
GS-13... do 
do es 
I te do 
GS-10 Administrative officer 
GS-9_-. | Attorney adviser 
| Clerk 
GS-7.... Attorney 
Attorney adviser (traine¢ 
Clerk 
Ges-4...--..... Secretary 
GS-5 S do 
Stenographer 
GS+4 : do 
GS-3 Typist 
GS-2 ..| Messenger 
Subtotal, Washington 
FIELD 
GS-13 . District counsel 
GS-11 . do 
GS-5 Clerk-stenographer 
Gs - 0: 


1 Includes 1 GS-13 district counsel, w 


Subtotal, field 


Grand total, Washington and field 


.a.e., at $9,890 rate. 
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BuREAU OF PuBLIC Roaps 


Employees engaged in legal activities 


| 1960 1961 
Title Grade i i a I il aS 
| 
| Number} Salary Number | _ Salary 

a | 
at CR a a cE he ead GS-16 | 1 $14, 685 1 | $14, 685 
Deputy General Counsel--_----..-- GS-15 | 1 13, 686 1 | 13, 686 
ROC UNEE oct ib ank onanceedaeeeen GS-15 | 1 | 13, 083 | 1 | 13, 374 
Do-. - = aeeaines GS-15} y 12, 771 1 12, 771 
Do sided icacedactaetels ete GS-15 | 1 14, 456 1 | 14, 706 
Do y f . eee GS-15 | 1 | 12, 771 1 13, 083 
Do-- 52 cele ae GS-14 1 11, 606 1 | 11, 835 
PNG «cco aineaswnse PAE a eS | GS-14 | l 11, 357 l 11, 606 
TS ittcde agama unbushbiedmadi aKdieataedend RM No cl class 1 11, 357 
FO 58232 dee nee caebi ane Si ea eewee | GS-13 | 1 11, 107 1 11, 107 
aN ae eee is ale wad ance) GRAB | l 9, 901 1 | 10, 150 
[i ccunaveeuneteaece cdi amaeipgiaeencecs acne Sea 1 | 10, 150 1 | 10, 150 
DIR ee a re et ee a eek GS-13 | 1 10, 150 | 1 | 10, 379 
a ea GS-13 | ] 10, 379 | ] 10, 629 
Do. - zl Eset shh ascneeenehce ele Tecdacks wets 1 9, 901 
BID he cain ce tung esha cata oan GS-12 | 1 | 9, 776 1 | 10, 026 
Bese nee oe ee ee GS-12 | 1 8, 341 1 | 8, 341 
BO Sea coscaakesdi ese eeiri cacti | GS-12 | 1 | 8, 590 | 1 | 8, 819 
Do se ae sca a ctiahiasd get GS-12 | l 8, 341 1 | 8, 590 
Do-_. bogae oe re ----] GS-12 | 1 8, 341 1 | 8, 590 
De re Ba cicese kas aed ae | 1 | 7, 280 1 7, 530 
BS oer ao cca ca oi a daa 1 | 7, 030 1 | 7, 280 
Do a ita ca ieee ee a 1 | 7, 030 | 1 | 7, 030 
Legislative attorney ae GS-14 1 11, 606 1 | 11, 606 
BOs. a | GS-12 | 1 | 8, 341 | 1 | 8, 341 

| } 
Total, attorneys_._--- oe aoe aed | 23 | 240, 778 25 | 265, 572 

Legal assistants, law clerks, secretarial and | 
clerical. .._.---- 21 111, 572 | 22 | 117, 328 
Total, general counsel. - - slide ainp | 44 352, 350 47 | 382, 900 
Other objects... __.- “a as se 5 : | j 54, 650 57, 100 
Total, budget. _- ae 2 44.| 407,000 | 47 440, 000 


BurREAvU OF PusBLtic Roaps 


Employees engaged in legal activities, fiscal years 1960 and 1961 














Title Grade Number, Number, 

1960 1961 

= = a —| = 
General Counsel____._.--- s Dcknecamnct eee . GS-16 e 1 1 
General attorney ada ig eee | GS-15 ; 1 | 1 
Attorney-adviser --| GS-16... | 4 4 
LO: “se wie ea % ; GS-14... | 2 3 
Do F fe aka: GS-13 5 | 6 
Do ee GS-12 5 5 
Do GS-11 3 3 
Legislative attorney_.-- ; | GS-14 1 | l 
Do GS-12 | 1 | ] 
Total, attorneys. _-- 23 25 
Legal assistants, law clerks, secretarial and clerical | : eA 21 22 
EMD soca den naru xe) otek Kaccioetanausses aed baadadecennhiniue actos 44 47 

| 





Mr. Presrvon. Due to the lateness of the hour, we shall proceed. 

Mr. Dopps. I have not mentioned anything having to do with trans- 
portation because I think that is covered in the statement. 

This, I think I might mention—skipping around a little bit: We 
have four Assistant General Counsels in the Office of the General 
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Counsel and their responsibility, roughly, follows those of the Under 
Secretary for Transportation and the three Assistant Secretaries. We 
refer to them as Assistant General Counsel, Transportation, Inter- 
national Affairs, Domestic Affairs, and General Legal Matters. 

There is a special assistant whose position, I think, is of interest. 
He is in charge of the Department’s representation in ILO matters— 
the International Labor Organization. In addition, the Legislative 
Office works closely with the Bureau of the Budget on all prospective 
items of legislation affecting the Department. 

Another thing that is not mentioned in there is this: 


LEGISLATIVE SUMMARY 


We put out a weekly and a daily legislative summary. The daily 
one mentions bills just by identification of “H.R.” or “S.” numbers 
that were introduced the previous day, and a very brief, one-sentence 
statement on committee activities. The Weekly Forecast is a survey 
of what is scheduled to come up during the following week—our best 
forecast. 

Considering how ramified the Department is, we find that the 
weekly one is helpful because it alerts the various agencies and bu- 
reaus who may not be directly interested that something is coming up 
in which they might want to appear or on which they might want 
to obtain additional information. 

Mr. Preston. In view of the fact that one of the committee members 
has a very important luncheon engagement with a large group of 
people. I would suggest that he go ahead and propound any questions 
he might have at this time. 

Mr. Bow, you may proceed. 


CONSOLIDATION OF DEPARTMENT LEGAL BUSINESS 


Mr. Bow. Mr. Dodds, have you been able to make a survey of the 
entire operations of the legal business in the Department of Com- 
merce in some manner in which there could be some consolidation and, 
perhaps, some savings and a little better job done by the law shops of 
the Department ? 

Mr. Dopps. That is a hard one to answer, Mr. Bow, I would like to 
give you an unqualified “yes,” but I cannot do it. 

I talk frequently to Mr. Seaver, the General Counsel in Maritime, 
to Mr. Enfield, General Counsel of Public Roads, and to Mr. Moore 
in the Patent Office. But, as far as actually coming up with a plan 
to consolidate, no. 

Mr. Bow. It seems to me that you have a wide distribution down 
there between the General Counsel’s office and the solicitors of the 
various agencies. There is shown here on this table a total of 90 at- 
torneys in 1 the Department. On my unofficial survey I have something 
like 130. I wonder where we have lost some of them along the line? 

Mr. Donps. I do not know. It is possible that you might be includ- 
ing some patent examiners who are, incidentally, lawyers, but they 
are the only ones I know of. 

Mr. Bow. I noticed in one instance here your statement says that 
the National Bureau of Standards has one lawyer, while the chart 
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given to us by the Department of Commerce shows two. I wonder 
whether, perhaps, we have lost someone along the way ? 

Mr. Dopps. There are one or two other minor mathematical changes. 
With regard to that, there has historically been a patent man or 
patent lawyer at Standards. He died a few months ago, and I am 
not sure that that office has been filled. 

Mr. Vinograd was his name. 


REORGANIZATION OF GENERAL COUNSEL’S OFFICE 


Mr. Bow. I have been concerned in looking over your operations 
this year, and without paying too much attention to them, that per- 
haps there should be some reorganization of the General Counsel’s 
Office with more of the responsibilities in that office to handle the 
legal work of the Department of Commerce. 

Would you care to comment on that ? 

Mr. Dopps. I would be less than honest if I did not say that a 
good bit of the time I feel we are just run ragged in my office. 

I am not in a position to speak as authoritatively for the other 
ones. I know that Public Roads has had an extremely hectic year 
with investigations and with legislation and very lengthy hearings 
on financing of the highway program. J] talked to Maritime this 
morning and they are beside themselves with the workload. I am 
satisfied myself that that is true, not just from hearing the usual com- 
plaints, but from personal observation. 

As far as the Patent Office is concerned, I have less contact there. 
Of the 10 lawyers in the Solicitor’s Oifice, really, 8 of them are patent 
lawyers, and just the Solicitor and the Deputy Solicitor are the only 
ones concerned with the day-to-day operations. 


LEGISLATIVE SUMMARY 


Mr. Bow. What is this legislative weekly sheet which you get out? 
Mr. Dopps. Let me show you a copy of it. We call it a forecast 
of what we feel is coming up of interest to the Department and its 
various agencies. 
NUMBER OF LAWYERS IN DEPARTMENT 


Mr. Preston. Mr. Nielson, a few days ago I used the figure in talk- 
ing about lawyers in the Department of Commerce of 136 lawyers, 
and no one present challenged that statement. 

If I used an incorrect figure, why did not someone challenge the 
accuracy of it ? 

Mr. Nretson. Mr. Chairman, after this discussion which we had 
a few days ago, I had these sheets developed and had them checked 
out to verify the number of lawyers in each of the various Bureaus. 
On the basis of the exhibit which we handed you this morning, there 
is shown in the entire legal staffing 90 attorneys with 87 other, which 
are clerical and secretaries, for a total of 177 in 1960. 

Mr. Preston. Are any of these 87 under the column entitled 
“Others” ? 

Are any of those : attorneys ? 

Mr. Niexson. No, sir. 
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Mr. Preston. You said a while ago—and I will not take much 
longer on this item—that on this basis there appears to be 90 lawyers? 

Mr. Nietson. Yes, sir. 

Mr. Preston. Are there any other attorneys within the Depart- 
ment of Commerce or any of its agencies, or any of its responsibilities, 
other than the 90 shown on this sheet ? 

Mr. Nretson. Mr. Chairman, let me say this: We have people em- 
ployed in various capacities who are graduates of law schools and 
who are members of the bar, but they are not classified as attorneys 
within the Department of Commerce. 

Mr. Preston. Are they in the General Counsel’s Office ? 

Mr. Nrietson. They are not within the General Counsel’s Office. 

Mr. Preston. Are they doing legal work ? 

Mr. Nretson. Not to my knowledge. We have all the legal work 
done in the General Counsel’s Office in the Department, and within 
the Bureaus which we have mentioned here. 

Mr. Preston. Thank you, Mr. Bow. 
Do you have anything further? 
Mr. Bow. That is all, Mr. Chairman. 


REQUEST FOR ADDITIONAL ATTORNEYS 


Mr. Preston. Mr. Dodds, did you request these eight additional 
attorneys? 

Mr. Dopps. Four additional attorneys, Mr. Chairman. 

Mr. Preston. I have four in General Administration, two in Mari- 
time, and two in the Bureau of Public Roads. 

Mr. Dopps. I was just thinking of the four in General Administra- 
tion. 

I concurred in the others. 

Those requests originated with the respective agencies. 

Mr. Preston. To what work will the four under your office be 
assioned ? 

Mr. Dopps. One of them will be assigned in Foreign Commerce 
where we are short-handed due to an existing vacancy in International 
Affairs, as it is more properly called, and the other three are all in 
Domestic Affairs. 

Our Assistant General Counsel for Domestic Affairs has had an 
added load occasioned by such things as the Century 21 Exposition 
in which he has had to spend some time and he needs help. In addi- 
tion, the Business and Defense Services Administration—BDSA—is 
under him, and it is short handed. So, to sum up the answer, three 
of them would go into Domestic Affairs, Mr. Chairman, and one into 
International A ffairs. 

Mr. Preston. In your own job or in your own office you have, ac- 
cording to this chart, 19 attorneys? 

Mr. Dopps. Yes, sir. 

Mr. Preston. Are any of the remaining 71 located physically in 
your office? 

Mr. Donps. Not a one. 

Mr. Preston. They physically occupy offices in the areas designated 
on this chart? 

Mr. Dopps. Yes, sir. 
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Mr. Preston. They are located in the Bureau of Standards, the 
Bureau of Public Roads, the Patent Office, and Business and Defense 
Services Administration ? 

Mr. Dopps. Yes, sir; 100 percent. 

Mr. Preston. Would they be better off in your office ? 

Mr. Dopps. As long as those agencies are geographically separate, I 
think their legal staffs should be where the agency 1s, particularly 
with reference to Maritime and Roads, because there the number of 
lawyers is 35 and 23 


ADVERTISING BY PATENT LAWYERS 


Mr. Yares. I have a constituent, Mr. Dodds, who is in the publish- 
ing business, and who asked me about a new regulation of the Secre- 
tary of Commerce applicable to the Patent Office to forbid patent at- 
torneys advertising. 

I believe that historically the patent lawyers have always adver- 
tised and, of course, as a lawyer I hav always seen the advertising. 
I wonder why the Secretary of Commerce changed his mind in re- 
fusing them to continue to advertise ? 

Mr. Dopps. A quick answer, Mr. Yates, is that the advertising had 
gotten out of hand. We had reason to believe that inventors and 
others doing business with the Patent Office from distances far from 
Washington were succumbing to the siren call of the loudest and 
noisiest attorneys—I am a little bit overstating it—but it has been 
setting more and more blatant in recent years, and there was consider- 
able pressure from the more reputable patent attorneys and patent 
advisers that some restriction be put on this advertising. The ques- 
tion had come up from time to time over the past years, ever since 
World War IT, I believe, and it was finally concluded that there was 
no room here for any half-way measures and that patent advisers 
should be restricted in their advertising the same as lawyers in gen- 
eral—letterheads, calling cards, and insertions in trade publications— 
and that has been litigated and thus far, unless there is a reversal 
on appeal which I think is unlikely, the new regulation has been 
upheld. 

Mr. Yates. Do you have the opinion that it would be objectionable 
to limit the size of the letterheads, or to regulate the form of adver- 
tising, or do you think it is better to prohibit the entire thing? 

Mr. Dopps. Yes: other than the professional notices. Yes; I com- 
pletely agree with that. 


OTHER LAWYERS IN DEPARTMENT 


Mr. Nrerson. Mr. Chairman, in order that there is no misunder- 
standing, in the terms of my previous statement and the question you 
asked with respect to other lawyers in the Department, I want to use 
just one example to clarify this in the committee’s mind. The Chair- 
man of the Federal Maritime Board is a lawyer, but he would not 
show here as being included in the number of attorneys in the Mari- 
time Administration. 

Mr. Preston. Very well. 
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INLAND WATERWAYS CORPOR 


WITNESS 





Turspay, JANUARY 19, 1960, 


ATION 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


INLAND WATERWAYS CORPORATION FUND 


Program and financing 





| 1959 actual 





1960 estimate | 1961 estimate 





Program by activities: 
Liquidation of carrier program: | 
AGrmswative exnenses. ...... -...................- | $646 $2, 500 $2, 000 
Other expenses. -- -- oO eee st ie eae gs ee ad -| 1, 765 5, 000 5, 000 
Total program (costs—obligations)__..........---- 2, 411 7, 500 7, 000 
Financing: | 
Amounts becoming available: Revenue and receipts: | 
Collection of loans_- ee Sa i a 708, 581 627, 500 | 627, 500 
a I 2 ie de Oe ce emdaknnt r 278, 802 250, 419 | 225, 281 
ore - sa inf cence sent Jeane 


1, 324 


Total amounts becoming available__- 988, 707 


Unobligated balance brought forward___.........-_.---- 5, 802, 201 
Tatel amounts available... <. 0 sec cans ee ececcnnces 6, 790, 908 
Unobligated balance carried forward__-....-.-.-.--------- —6, 788, 497 
e ; ; phe ie 
Financing applied to program-----..-.-------------- | 2, 411 


Sources and application 





| 1959 actual 


Gross expenditures (funds applied): 
Liquidation of carrier program: Expense_-_---------- 
Increase in selected working capital.............--.--- 


Receipts from operations (funds provided): 
Liquidation of loan program: 


CAT SD MNIEN SS cinccnccwamucmann cate eee 708, 581 


aah eieinnie Gin 278, 802 
Liquidation of carrier program: Revenue---.--..-.-------- 1, 324 
Decrease in selected working capital. ..........-...-.----- 677, 440 

‘Total rencints from operations. .......................... 1, 666, 147 
SPANNING CRUE T INI 6k ck a RK eemeeaenuennae —1, 663, 736 





Revenue, expense, and retained earni 


877, 919 852, 781 

6, 788, 497 7, 658, 916 

8, 511, 697 
—8, 504, 697 


7, 000 




















1960 estimate 


1961 estimate 


| 
| 


$7, 500 | $7, 000 
925, 529 24, 931 
933, 029 | 31, 931 


627, 500 
250, 419 | 
877, 919 | 


«85,110 | 








ngs 























| 
| 
| 1959 actual | 1960 estimate | 1961 estimate 
| ji— 
| 
Liquidation of loan program: Revenue-_-.-.------------------ $278, 802 $250, 419 | $225, 281 
Liquidation of carrier program: 
Medien i ee a eo BR EE 
Mipebee ee ee 2, 411 7, 500 | 7, 000 
Net operating loss (—), liquidation of carrier program. —1, 087 —7, 500 —7, 000 
Dien RING POE CRIN nn cue copsncinedauncosecen omy 27,7 ts 242, 919 218, 281 
Deficit (—), beginning of year..................--..------- —14, 528, 675 | —14, 250,960 | —14, 008, 041 
EA ey EE ON a ccc ndccaanienwmuanecins —14, 250, 960 | —14, 008, 041 | —13, 789, 760 
| 
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Financial condition 





| 1959 actual 1060 estimate | 1961 estimate 
(it iaenasiihientsAetiaaaeicmsoica) 








ssets: 

SEIT OPUEEEE SN i oe a ara acne ee $6, 986, 751 $6, 931, 641 $7, 752, 491 
Movants TOON WON, MO. stissn ccc cc tcddoanseuedbdeeiedne ds 244 875, 175 850, 106 
EATS TROVE cctcndide ddtack daccsaccsoesmenneuckaueshed 6, 258, 871 5, 631, 371 5, 003, 871 
Sof NS 2 ere eee eee rer 13, 245, 866 13, 438, 187 13, 606, 468 
TA DIRANE: APONUONE acecncsne ced ccdaswacnudéadcubeenensecunss 198, 498 147, 900 97, 900 

Government investment: aoe te . 
Non-interest-bearing capital (start and end of year) -_----- 27, 298, 328 27, 298, 328 27, 298, 328 
OS (abs cavccadssesanictiscsssiecnass eee ees —14, 250, 960 | —14, 008, 041 —13, 789, 760 





ahha ete cas a demerit irietsioly 13, 047, 368 13, 200, 287 13, 508, 568 





Total Government investment 


Status of certain fund balances 


1961 estimate 





1958 actual | 1959 actual | 1960 estimate 


Unexpended balance: Cash with Treasury -- $5, 323, 015 $6,986,751 | $6, 931, 641 | $7, 752, 491 











| = = 
Obligated balance, net: 
Current liabilities__- 199, 095 198, 498 147, 900 | 97, 900 
Accounts receivable, net, and cash in 
transit (—) Toes —678, 281 | —244 |  —875,175 | —850, 106 
Total obligated balance....------------ —479, 186 | 198,254 |  —727,275 —752, 206 
Cisliiieated hielatiee sa iiwicceaeSesce cs Aweadces 5, 802, 201 | 6, 788, 497 | 7, 658, 916 8, 504, 697 


Mr. Preston. The next item for the consideration of the committee 
isthe Inland Waterways Corporation. 

At this point in the record we shall insert pages 700 and 701 of the 
justifications. 

(The pages referred to follow :) 


INLAND WATERWAYS CORPORATION 


The terms under which the physical facilities and operating rights of the In- 
land Waterways Corporation were sold, in 1953, require that the affairs of the 
Corporation be settled under the supervision and direction of the Secretary of 
Commerce, and incident thereto, that there be audits and inspections of the 
operations of the purchaser, Federal Barge Lines, Inc., by the Corporation. 

There appears to be no legal authority for the payment of expenses incurred 
in the prosecution of these matters, other than from income and balances in the 
Treasury which are earmarked as the Inland Waterways Corporation Fund. 
Certain of these expenses are for classification of administrative, and the 
Government Corporation Control Act requires that congressional authorization 
be obtained for such administrative expenses. 

In 1961, it is requested that $2,000 be authorized from the fund as administra- 
tive expenses to pay the cost of legal expenses in documentation of property sold, 
the cost of annual audit by the General Accounting Office, the cost of travel 
incident to audits and inspections of the operations of the purchaser, and small 
sums for communications and printing. 

Other expenses to be incurred in 1961, consisting of costs other than legal in 
settlement of suits against the Corporation, are not expected to exceed $5,000. 
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LIMITATION ON ADMINISTRATIVE EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 








Program by activities: Administration (total obligations) $646 $2, 500 | $2, 000 
Financing: Unobligated balance no longer available 1, 854 Sei atin a 
=e eels inane penis 

Limitation Rehieib ces nincsrabade evans: 2, 500 | 2, 500 2, 000 





Object classification 


1959 actual | 1960 estimate | 1961 estimate 


02 Travel..-- : $118 $1, 000 $1, 000 


04 Communications ; 50 5 
06 Printing and reproduction__-_- 28 50 50 
07 Other contractual services 900 40 

Services performed by other agencies 500 500 500 


Total administrative expenses _ _-- "646 2, 500 2, 000 


Detail of 07 other contractual services 


1959 actual | 1960 estimate | 1961 estimate 


Legal charges and other reimbursable services__-_--. beads | | $900 | $400 
Services performed by other agencies__.-__ ‘ Sy | aa | Re : 
Audit by General Accounting Office 3 . 500 500 500 

[EM oe cece a cacetoee ss BD a a | 500 1, 400 900 








Mr. Preston. Mr. Nielson, do you have a statement to submit for 
the record in connection with the Inland Waterways Corporation? 

Mr. Nretson. Mr. Chairman, yes, we will insert a statement in the 
record for you with respect to the IWC, if it is agreeable with the 
committee. 

Mr. Preston. Very well. 

Will you please do ‘that at this point? 

Mr. Nretson. Yes, sir. 

(The statement referred to follows :) 

The Inland Waterways Corporation is currently subject to only minor ex- 
pense in the prosecution of its business. The Secretary of Commerce is charged 
with the responsibility for enforcing the terms of the contract of sale of the 
physical assets and operating rights of the former carrier to the privately owned 
successor. Cost of travel of inspectors engaged in this enforcement activity is 
the largest item of administrative expense. Cost of audit by the General Ac- 
counting Office is required to be paid into the Treasury. The balance of the 
authorization requested will cover costs of communications and duplicating of 
papers, and any legal fees which may be required to be paid in documentation 
of property and the like. 


LANGUAGE CHANGES, DEPARTMENT OF COMMERCE 


Mr. Nretson. Mr. Chairman I would like to submit for the record 
and the committee’s convenience a statement relative to the major 
language changes in the Department of Commerce Budget Estimates 
for 1961. I believe this statement is self- explanatory. However, 
should the committee desire any further information we will be glad 
to provide it. 
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Mr. Preston. Very well, it will be inserted in the record at this 
point. 
(The statement follows :) 


LANGUAGE CHANGES IN 1961 BUDGET 
GENERAL ADMINISTRATION 


Salaries and expenses 

Addition: “including not to exceed $5,000 for official entertainment expenses.” 

This language amendment is requested to make available the amount specified 
for official entertainment. In past decisions, the Comptroller General has held 
that payment of expenses of this nature is not authorized unless there is specific 
provision. 

Salaries and expenses, Office of Field Services 

“For expenses necessary to operate and maintain field offices for the collec- 
tion and dissemination of information useful in the development and improve- 
ment of commerce throughout the United States and its possessions.” 

This activity has been carried under “Salaries and expenses, Business and 
Defense Services Administration,” for several years. The purpose is to estab- 
lish a separate appropriation and to relate the activity to the broad functions 
of the Department. 

BUREAU OF THE CENSUS 
1962 census of governments 

“For expenses necessary for preparing for, taking, compiling, and publishing 
the 1962 census of governments as authorized by law, including personal serv- 
ices at rates to be fixed by the Secretary of Commerce without regard to the 
Classification Act of 1949, as amended, and additional compensation of Federal 
employees temporarily detailed for field work under this appropriation, $100,- 
000, to remain available until June 30, 1964. (13 U.S.C. 161.)” 

The language is descriptive of the request for funds for preparatory work in 
the compilation of the quinquennial census of governments as directed by Public 
Law No. 740, 83d Congress. The statute provides that the Secretary shall take 
the census for 1957 and every five years thereafter. 


COAST AND GEODETIC SURVEY 
Salaries and expenses 


Addition : “or magnetic”. 

It is desirable to utilize available qualified federal employees as magnetic ob- 
servers wherever possible to obviate the necessity for contracting for this work. 
It is less costly and usually provides better service. 

“* * * Provided further, that the property known as the Fleet Landing Site 
at foot of York Street, Norfolk, Virginia, may be transferred without reimburse- 
ment, from the Department of Defense to the Department of Commerce.” 

The proviso is inserted to permit the transfer of real property surplus to the 
needs of the Department of Defense to the Department of Commerce without 
reimbursement. The Bureau of the Budget has approved the request of the 
Administrator, General Services Administration, that the transfer be made 
without reimbursement. 

NEW APPROPRIATIONS 


Construction and equipment, Seismological Laboratory 

“For expenses necessary for construction and equipment of a seismological 
laboratory, as authorized by the Act of August 6, 1947 (33 U.S.C. 883i), $350,000, 
tu remain available until expended.” 

Language covers request for specific authorization for funds to construct and 
equip a laboratory for seismological studies. 
Construction of surveying ships 

“For necessary expenses for the design, supervision, construction, equipping, 
and outfitting of surveying vessels, as authorized by the Act of August 6, 1947 
(33 U.S.C. 883i), $6,900,000, to remain available until expended: Provided, That 
the unexpended balance of funds appropriated for ‘Construction of a surveying 
ship’ shall be merged with this appropriation.” 
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Language requests funds for construction of three class III surveying ships 
and proposes merger with funds remaining unexpended from the appropria- 
tion made in fiscal year 1957 for a single ship. 


MARITIME ACTIVITIES 
Ship construction 
Delete: “Provided further, That of the amount herein appropriated not to 
exceed $1,250,000 shall be used for the payment of costs already incurred in the 
design of superliner passenger vessels authorized by Public Law 85-521.” 
The provision is deleted as an item which is nonrecurring. 


Ship construction (liquidation of contract authorization) 


Delete: “The amount available in the appropriation ‘Ship construction (liqui- 
dation of contract authorization), maritime activities’ is hereby reduced by 
$6,361,541, such sum to be covered into the Treasury immediately upon approval 
of this Act.” 

The remaining obligations are expected to be liquidated in the current fiseal 
year and the anticipated balance remaining thereafter, $120,580, will be with- 
drawn and the account closed. 


Salaries and expenses 

Deletion: “and reserve training”. 

The last reserve training site, at Alameda, California, was transferred to 
General Services Administration in fiscal year 1959. Although no funds were 
requested for maintenance of this station for 1960, the language provision was 
retained until the transfer date was certain. 

State marine schools 

“$1,020,000, to remain available until expended,”. 

This provision refers to the amount appropriated to liquidate contract authori- 
zation for aid to schools and to students pursuant to P. L. 85-672 (72 Stat. 
622-24). It would permit the carryover of any unexpended balances to pay 
obligations in subsequent years and avoid inflation of appropriations. 


BUREAU OF PUBLIC ROADS 


Forest highways (trust fund) (liquidation of contract authorization) 

“For payment of obligations incurred in carrying out the provisions of title 
23, United States Code, section 204, pursuant to contract authorization granted 
by title 23, United States Code, section 203, to remain available until expended, 
[$30,000,000] $36,000,000, to be derived from the ‘Highway trust fund’, which 
sum is composed of [$26,250,000] $2,250,000, the remainder of the amount au- 
thorized to be appropriated for the fiscal year 1959, [and $3,750,000, a part of] 
$33,000,000, the amount authorized to be appropriated for the fiscal year 1960, 
and $750,000, a part of the amount authorized to be appropriated for the fiscal 
year 1961: Provided, That the unexpended balance as of June 30, 1960, of ap- 
propriations heretofore granted under the head ‘Forest highways (liquidation 
of contract authorization)’ is hereby rescinded: Provided further, That this 
appropriation shall be available for the rental, purchase, construction, or alter- 
ations of buildings and sites necessary for the storage and repair of equipment 
and supplies used for road construction and maintenance but the total cost of 
any such item under this authorization shall not exceed $15,000.” (Department 
of Commerce and Related Agencies Appropriation Act, 1960. ) 

Notre.—This proposal is for activities previously carried under “Forest high- 
ways (liquidation of contract authorization).” The amounts obligated in 1959 
and 1960 are shown in the schedule as comparative transfers. 


Public lands highways (trust fund) (liquidation of contract authorization) 


“For payment of obligations incurred in carrying out the provisions of title 
283, United States Code, section 209, pursuant to the contract authorization 
granted by title 28, United States Code, section 203, to remain available until 
expended, [$4,000,000] $3,000,000, to be derived from the ‘Highway trust fund’, 
which sum is [composed of $1,000,000, the balance of the amount authorized to be 
appropriated for the fiscal year 1959, and $3,000,000,] the amount authorized 
for the fiscal year [1960] 1961: Provided, That the unexpended balance as of 
June 30, 1960, of appropriations heretofore granted under the head ‘Public lands 
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highways (liquidation of contract authorization)’ is hereby rescinded.’ (De- 
partment of Commerce and Related Agencies Appropriation Act, 1960.) 

New language provides for financing from Highway trust fund and for re 
scission of unexpended balances of general fund appropriations as of 
June 30, 1960. 


NATIONAL BUREAU OF STANDARDS 


Research and technical services (special foreign currency program) 

“For purchase of foreign currencies which accrue under title 1 of the Agricul- 
tural Trade Development and Assistance Act of 1954, as amended (7 U.S.C. 1704), 
for the purposes authorized by section 104(k) of that Act, to remain available 
until expended, $5,000,000, of which not less than $4,517,000 shall be available to 
purchase currencies which the Treasury Department shall determine to be excess 
to normal requirements of the United States: Provided, That this appropriation 
shall not be used for the purchase of currencies available in the Treasury for the 
purposes of section 104(f) of that Act, unless such currencies are excess to the 
normal requirements of the United States.” (7 U.S.C. 1704; 15 U.S.C. 271-278d; 
40 U.S.C, 14a; 5 U.S.C. 596a.) 

The language means that of the $5,000,000, only $483,000 may be used to pur- 
chase currencies in short supply, while the balance of $4,517,000 is for purchase 
of excess currencies. Sec. 104(f) of the Agriculture Act refers to the use of 
foreign currencies to pay U.S. obligations abroad, and the prohibition in the 
language means that these funds may not be used to pay obligations normally 
chargeable to other appropriations, or to purchase currency for “usual” foreign 
currency requirements unless there is an excess supply. 

Plant and facilities 

Deletion: ‘(72 Stat. 1711), in the purchase and improvement of radio propaga- 
tion field sites, and” 

The previous Statute reference has been codified. No authority to purchase 
and improve field sites is requested for 1961. 

Addition: “alteration or emergency repair”. 

This is to prevent any interpretation that funds could not be used for these 
purposes. 

Addition: “in the design of a nuclear research reactor and associated labora- 
tories; and in the procurement and installation of special research equipment 
and facilities therefor ;”’. 

The budget requests funds for the reactor and laboratory, for procurement 
and installation of a long-bean atomic frequency standard, and for a specialized 
scatter radar transmitter and auxiliary facilities. 


WEATHER BUREAU 
Salaries and expenses 

Addition: ‘not otherwise provided for”. 

This language is inserted to indicate that this appropriation does not include 
all expense items for the Weather Bureau. 

Deletion: “of which $2,476,000 shall be available only for hurricane research 
costs”. 

This deletion is caused by the proposal to fund hurricane research through the 
research and development appropriation. 

Deletion: “and such employees may be appointed”’. 

This deletion is for the purpose of shortening language without loss of purpose 
or Clarity. 

Research and development 

New appropriation. 

“For expenses necessary for the conduct of research by the Weather Bureau, 
including development and service testing of equipment; operation and main- 
tenance of aircraft; not to exceed $25,000 for services as authorized by section 15 
of the Act of August 2, 1946 (5 U.S.C. 55a); and for acquisition, establishment, 
and relocation of research facilities and related equipment”. 

To establish a separate appropriation for research and development activities. 
The language requests availability until expended. 


Establishment of meteorological facilities 
Deletion: “meteorological”. 


50435—60——43 
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Addition: “Operational”. 

The word “operational” is substituted for “meteorological” (facilities) to 
clarify. The R. & D. will also procure some research meteorological items, but 
the “E” appropriation will provide those which are operational. 

Mr. Moore. Mr. Chairman, now that all of the budget requests 
have been presented, I wish to take this opportunity to express my 
personal thanks and those of Mr. Nielson to you, the members of 
your committee, and the staff, for your friendliness during the hear- 
ings on the 1961 budget request of the Department of Commerce. 

I am sure that I express the feeling of all of those that have ap- 
peared before this committee in saying that the hearings have been 
complete, thorough, and cordial and that you have given us ample 
opportunity to present our programs. I trust we have done it well. 

Again let me say that it has been a distinct privilege and pleasure 
being with you during the past several days. 

Mr. Preston. Thank you. It has been a pleasure. 

Gentlemen, that concludes the hearing for this morning. 

The committee will continue again at 2 o’clock, when we shall 
take up the St. Lawrence Seaway. 
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WITNESSES 


JANUARY 19, 1960. 


ST. LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 


HON. JOHN J. ALLEN, UNDER SECRETARY OF COMMERCE FOR 


TRANSPORTATION 
LEWIS G. CASTLE, ADMINISTRATOR 


M. W. OETTERSHAGEN, DEPUTY ADMINISTRATOR 
E. REECE HARRILL, ASSISTANT ADMINISTRATOR 
BRENDON T. JOSE, COMPTROLLER-TREASURER 
HARRY C. SHRIVER, GENERAL COUNSEL 


Program and financing 


Program by activities: 
Capital outlay: 

1. Land, land rights, and relocations--..- -- re 
2. Locks. ie 
3. Channels and canals-_..- 
4. Roads and bridges. --.- ; 
5. Navigation aids and related facilities. 
6. Permanent buildings and equipment-- 
7. Engineering and design. -_- 
8. Supervision and inspection ‘ 
9, Operating costs capitalized during construction_- 


Total applied costs_- 
. Unapplied costs E 


Total capital outlay, funded_--_. 


Operating costs: 
11. Operation of locks and canals and traffic control_- 


12. Maintenance of navigation aids--- : : seateaie 


13. Maintenance of plant and equipment- -- 
14. Administrative expenses (limitation) -- 
15. Depreciation 4 

16. Interest _- 


Total operating costs_- 
7. Unfunded adjustments to operating costs: 


Accrued interest, deferred (—)-.........----...- 


Depreciation included above (—)-......-.-.-- 
Operating costs capitalized during construc- 
tion (—)..... 


Total operating costs, funded-........---.... 


Total program costs, funded__-.........--..- 
8. Relation of costs to obligations: Costs financed 
from obligations of other years, net (—)-.-.......-- 


Total program (obligations)_..............-.- 


Financing: 
Amounts becoming available: Revenue- -..- 


Unobligated balance brought forward (authorization to | 


expend from public debt receipts) .......--- 


. Potal AMOUNt AVAUBOIR x65 oon pandiga dene snenencens! 
Unobligated balance carried forward (authorization to ex- | 


pend from public debt receipts)-.............-.-.--.---- 


Financing applied to program..................--.---- 








1959 actual 


$611, 707 | 


1, 668, 939 
5, 255, 296 
2, 189, 322 
41, 453 

2, 427, 813 
75, 637 
929, 923 

1, 055, 686 


14, 255, 776 


13, 807, 243 
469, 098 
75, 000 
402, 652 
377, 954 
206, 760 

3, 612, 278 


5, 143, 742 


—2, 923, 990 
— 206, 760 


—1, 048, 926 


—448, 533 | 





964, 066 | 


14, 771, 309 | 


—7, 995, 520 | 


6, 775, 789 | 


$909, 907 | 

j 

31, 677, 749 | 
32, 587, 656 | 


—25, 811, 867 | 


1960 estimate 


$88, 600 


1, 371, 000 |. 


4, 190, 000 
349, 000 


966, 200 


vs ee 


7, 313, 200 


7, 313, 200 | 


645, 000 
75, 000 
255, 000 
414, 200 

1, 110, 000 
3, 975, 000 


6, 474, 200 


5, 364, 200 


— 406, 131 


2, 271, 269 | 


$4, 120, 000 | 


25, 811, 867 
29, 931, 867 


—17, 660, 598 


6,775,789 | 12, 271, 269 


12, 677, 400 | 





1961 estimate 


$2, 305, 600 


100, 000 
51, 000 


160, 600 
2, 617, 200 


2, 617, 200 


671, 000 
75, 000 
254, 000 
414, 000 
1, 110, 000 
4, 565, 000 


5, 979, 000 
8, 596, 200 
— 150, 000 


8, 446, 200 


$4, 730, 000 


17, 660, 598 


22, 390, 598 





—13, 944, 398 


8, 446, 200 
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LimrrATIOoN oN ADMINISTRATIVE Expenses, St. LAWRENCE SEAWAY 


DEVELOPMENT CORPORATION 


Program and financing 


| 
1959 actual eccrs een 1961 estimate 








Program by activities: Administration (total accrued admin- | 





IRRAUND CONN os asks ws nlite onion calestcedel $377, 954 $414, 200 $414, 000 

Financing: Unobligs ated balance no longer av ailable.__..---__- A Ee Sontacueenwcibalcnuntenecicnie 
; eee | — «tie 

SR NINLIDI ss 5ca,4 cain 5 2os-aneciatlaee deep caielanesvlnapieit aehuniics alealdabaa 414, 200 414, 200 414, 000 





Object classification 





1959 actual | 1960 estimate | 1961 estimate 





| 





























Total number of permanent positions. _......-- ieuckuwteee —! 173 173 172 
Full-time equivalent of all other positions..._.........._.....- 1 1 1 
Average number of all employees. -___............-....-..--..- 157 160 161 
Number of employees at end of year. ...................--...- 179 173 172 
Average GS grade and salary. -......................-... Sonn ae "$7, 578 8.6 7,151 | 8.3 7, 065 
Ol Personal services: 

ee en Chas wenieiews $1, 109, 300 $1, 023, 633 $1, 034, 165 
Positions other than permanent_........_....-______- | 10, 008 6, 000 5, 800 
ORANGE SR OT ae oe ie nik oi ceccccwcsecin 11, 172 16, 567 23, 035 
Excess of leave earned over leave taken__..___.______- BOP Vac ccutedcdwbeslenunsencceaes 
Cn neon BONWION 5 coc coe ccc ccc 1, 152, 179 1, 046, 200 1, 063, 000 

Deduct portion not chargeable to limitation on ad- 
NT ON eB cc ceactanmuctacus 851, 865 732, 000 749, 000 
et Nempemnl Or viNGs. . soos os ns cece ncce ees "300, 314 314, 200 314, 000 
OD I ene ee Oo Ccabwahesesuaentdenadese 19, 152 24, 000 24, 000 
RII 0 SI oo oo Snecma esncntccseeneuaese 2,015 4, 000 4, 000 
a LID ONTO on Seid lesececinencsscecccseus 9, 174 11, 000 11, 000 
eg gc ee ee eee 2, 178 RRND Bios asnalcnaiene 
06 Printing and reproduction.......-...-.------------------- | 8, 271 10, 000 10, 000 
a a a ee 1, 447 3, 000 4, 000 
ne IE ONO og aos cca ncwneccueosswnesuss 4, 688 8, 800 8, 000 
Services performed by other agenc Pe eee se 8, 000 10, 000 10, 000 
ie SS ee ee ee 4,422 7, 200 8, 000 
11 Grants, subsidies, and contributions. -.-..............------ 17, 985 20, 000 20, 000 
i Ee ae ee eee | 308 1, 000 1,000 
Total accrued administrative expenses---_-.......------- "87, 954 | 414, 200 414, 000 





Mr. Preston. The committee will come to order. 
The next item is the St. Lawrence Seaway Development Corpora- 
tion, found on pages 176 and 180 of the committee print. 


JUSTIFICATION OF THE ESTIMATES 


We shall insert pages 17, 21, 23, 28, 29, 30, and 31 of the justifica- 
tions in the record. 


(The pages are as follows:) 


GENERAL JUSTIFICATION OF BUDGET PROGRAM 

Justification 

The U.S. works of the seaway are in and along the international boundary 
and the St. Lawrence River, comprising a 114-mile reach from Lake Ontario 
downstream to St. Regis. The first 68 miles from Lake Ontario down to Ogdens- 
burg, N.Y., is known as the Thousand Islands section. The 46 miles below 
Ogdensburg which extend to St. Regis (below Massena, N.Y.) and covering the 
Long Sault and Cornwall Island areas is known as the International Rapids 
section. 


j 
j 
| 
| 
I 
i 
| 


rr 


es 





Te, 








o 


~] 


a- 


ry 
rio 
ns- 
Ow 
the 
ids 


675 


Summarized financial data 


Borrowing authority status: 
Authorization to borrow and to expend from public debt re- 
eeipta. (Public-Law 358, 88d Cong.) nade ell 
Additional borrowing authority authorization (Public Law 
Chie: Geet CORP) scenes cc cilshes Se eee 


Dotel boesovwting: eutloritvs o_o i lt tes 
Less: Estimated cost of the seaway (exclusive of interest 
during ochairnetion )) stews ee eds 
Balance of borrowing authority available for Corporation 
working capital and a reserve for contingencies and 
NN ii secant ga eeiaatgs Sahai wade aA as 


Scheduled use of borrowing authority: 
Actual borrowings through fiscal year 1959__. $112, 500, 000 


Estimated borrowings for fiscal year 1960___- 7, 200, 000 
Estimated borrowings for fiscal year 1961___- 3, 800, 000 
Balance available to complete seaway and for 

WORKING: CRUNO he ica satiated eden 16, 500, 000 


Total scheduled use of borrowing authority. 140, 000, 000 


Estimated total obligated to be incurred on the construction 
program : 
(Latest estimated cost of seaway, exclusive of interest dur- 
ing COMPIIIIOOIOT Do. Sie cianuseiceind nx) ieee 
Actual obligations incurred through fiscal 


Wea? 1060). 305.. sicisaneeauliediond ane $114, 133, 756 
Estimated obligations for fiscal year 1960____-_ 6, 907, 244 


Ystimated obligations for fiscal year 1961_____ 2, 317, 200 
Anticipated obligations after fiscal year 
aaa cece eee is aca eis celeste 


Estimated total construction cost to be incurred: 
(Exclusive of interest during construction) ~-______--_---~-- 


Actual cost through fiscal year 1959___._---- $113, 427, 800 
Estimated cost for fiscal year 1960___.____-____ 7, 313,200 


Estimated cost for fiscal year 1961__-__----- 2, 617, 200 


Balance to complete seaway after fiscal year 1961___--_-- 


123, 358, 200 


$105, 000, 000 
35, 000, 000 


140, 000, 000 


16, 641, 800 


123, 358, 200 


123, 358, 200 


123, 358, 200 


123, 358, 200 
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Narrative justification of construction work program, 
budget request 


jiscal year 





Fiscal 


1961 


year 1961 


program 


mena liens worksite i lll ue 
Dredging work is scheduled to improve the navigation channel 
by elimination of an existing shoal. 
rr I Nn he ee uingwnmine we 
Continuation of the ‘dredging in the south ‘channel of the St. 
Lawrence River in the vicinity of Cornwall Island is scheduled 
by Government plant and hired labor. Construction of training 
dike A may be required to divert swift currents of the shipping 
channel. The work is expected to be completed by December 
1960. 
General-purpose facilities____- a ace nears ich oct in acn sist aS 
Additions and betterments to the navigation aids are scheduled 
to provide greater safety to navigation. Pedestals for the use 
of drydocking the marine equipment in the locks during the off- 
shipping season are planned. 
SORE ARIE NGS arto oncaeid UL 
Supervision and inspection by the construction agent: For the 
continuation of the hired labor dredging program under the di- 
rection of the construction agent, and for related costs of the 
Buffalo District, North Central Division, and Chief of Engineers 
offices. 
Corporation capitalised €xpenses.. 4223 bo oo os heb cee ei 
Field forces: These consist of engineering and clerical person- 
nel engaged in the supervision and review of all the construc- 
tion work performed by the construction agent, and in the de- 
sign, contracting, and direct supervision of the minor construction 
work program being performed by the Corporation. 


$200, 000 


2, 105, 600 


151, 000 


135, 600 


25, 000 





Total, capital‘ouilay program... J. Loo ee 


Operation and maintenance expenses, fiscal year 1961 


| 
Operation of locks,| Maintenance of | 
fioating equip- locks, channels, | 
Mainte- 


2, 617, 200 


|} ment, and con- bridges, roads, Total 
| troloftraffic | dikes, buildings | n: aon | 
z | and grounds 
Object classification ae ae) Sr see re : 3 < See 
| | | tional | 
| Num- | Num- } aids | Num- 
| berof | Amount | ber of | Amount | ber of | Amount 
} em- | em- | em- 
| ployees ployees ployees 
| | I 
Personal services: | | t 
1. Supervision of operations and | 
maintenance___.____- ; 1 $13, 250 1 Dh 2 $18, 400 
2. Operation of locks, fioating 
equipment, and control of 
traffic. ___. | 92 506, 430 : $ ik 92 506, 430 
3. Maintenance of operating plant | 
and equipment 2 : 7 14 OE DOS toes 14 88, 305 
4. Maintenance of general- purpose 
facilities____- = 19 BA) PEO Inesdenee 19 83, 700 
5. Assessment and collection of 
tolls : 1 5, 130 : i 1 5, 130 
6. Other personal services_ __- : 16, 190 6, 845 23, 035 
Total, personal services____- 94 541, 000 34 184, 000 128 725, 000 
Travel expense ; oe arn 3, 000 arte 2.000 5, 000 
Transportation of things i = 3, 000 2, 000 5, 000 
Communication services. _- os ike 15, 000 3, 000 |_.- 18, 000 
Rents and utilities_____- ae : bo Ree i5.cco2 ise cead 2, 000 
Printing and re production __ aE 1, 500 5 Ws. anal 2, 000 
Photographing________.___- peeeseaicn Be 4, 500 | 500 | -| 5, 000 
Other contractual services__ |} 20,000 |_- : 14, 000 | 34, 000 
Services performed by Coast Guard_| as 75,000 |_. 75, 000 
Supplies and materials___- BG. > 45, 000 ~ BE 000 tiuwcce ee 70, 000 
Grants, subsidies, and contributions___|_____- 24, 000 oF 9, 000 33, 000 
Pensions, annuities, and insurance | | 
> claims______- ELLIE EEE See eat : ‘ 5 i mccek ite seaee 
Taxes and assessments_.....____- aie we 14, 000 |_- 12, 000 26, 000 


671, 000 34 254, 000 5, 000 | 128 


1, 000, 000 
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NARRATIVE JUSTIFICATION FOR OPERATION AND MAINTENANCE WORK PROGRAM, FISCAL 
YEAR 1961 BUDGET REQUEST 


In April 1959 the St. Lawrence Seaway was opened to deep-draft shipping. 
The operations are on a continuous 24-hour-per-day, 7-day-a-week basis and will 
continue throughout the 8- to 84%-month shipping season each year. 

The manning of the locks for operations totals 94. Included in this total are 
the ——— hers, lockmasters, control operators, linesmen, floating equipment per- 
sonnel, electricians, and millwrights, who will provide continuous first-echelon 
electrical and mechanical maintenance for the locks. 

The personnel requirements for maintaining the roads, dikes, floating plant, 
locks, channels, bridges, buildings and grounds total 34. This total includes the 
marine base shop and maintenance personnel, warehouse and property manage- 
ment people, security guards, fire, safety, and building maintenance personnel. 

As far as practicable, operating personnel were selected for both their operat- 
ing and maintenance skills. These dual-skilled operating personnel are assigned 
to maintenance duties during the offi-shipping seasons. Others, with less skills, 
will be required to use their leave during the closedown between shipping seasons, 
and many will be put on a leave-without-pay status for approximately 3 months 
of the year when they cannot be beneficially utilized on the maintenance work 
program. 

The amount budgeted for the current fiscal year 1960 is $975,000, and for the 
budget year 1961 $1 million. This budget estimate is based upon present price 
levels and wage scales and the increase in overall expenses for the operation and 
maintenance work program is to provide for periodic wage and salary increases. 


Explanation of administrative expenses, subject to congressional limitation 


| 1959 | 1960 1961 
| actual | estimate | estimate 


Personal services. . -| $300, 314 | $314,200 | $314, 000 
Includes pe srsonal services for staff officers of the Administr: ator, ‘the 
Deputy Administrator, Assistant Administrator, Office of the Comp- | 
troller-Treasurer, Office of the General Counsel, the Information 
Office, and the Administrative Office, as well as for the Advisory Board, 
consultants and experts for management and administration. | 
TUR ORI. Fx Fa 4 ics eds Stdé Lk bk pa dab in daSbee ll be ewuate 19,152 | 24,000 24, 000 
Includes per diem and other e xpe nses of the administrative staff for 
trips to Washington, D.C., Buffalo, New York City, Montreal, Ot- 
tawa, Cornwall, and other points in the St. Lawrence and Great Lakes 
Seaway area, and travel in connection with coordinating programs and 
operations with the St. Lawrence Seaway Authority of Canada, the 
New York State Power Authority, the Hydroelectric Power Com- 
mission of Ontario, and the Corps of E ngineers, construction agent. 
Transportation of things | 2, 015 4, 000 | 4, 000 
Includes transportation expe nses of moving household effects of 
employees, postage used in parcel post, express, and freight on supplies 
and equipment procured for administrative use. | 
Communication services. - 9, 174 11, 000 | 11, 000 
Includes telephone and telegré aph service s, , letter post: we, and other | 
miscellaneous communication services. 
Rents and utilities. . ‘ eee wee 2, 178 1, 000 
Includes the rental charge for liaison office space in Washington, 
D.C., including the related cost of utilities. 
Printing and reproduction. 9,718 | 13,000 14, 000 
Includes printing and reproduction on all miscellaneous forms and | 
letters, photographie services, reports on traflic and toll studies, re- | 
ports on amortization of construction costs, brochures on general in- | 
formation concerning the activities of the Corporation, and other in- | 
formational releases. | 
Other contractual services_ _- 12,688 | 18,800 | 18, 000 
Includes services performed by other. government: 1] agencies, re pairs 
of equipment, alterations of space, the Corporation’s share of insurance 
contributions, premiums on fidelity bonds, General Accounting Office | 





audits, official entertainment expenses of the Administrator, special 
studies, and other miscellaneous contractual services. | 
Supplies and materials. 4, 422 7, 200 8, 000 


Includes supplies and materials for use by the Administr: itor, De ‘p- | 
uty Administrator, and administrative sts iff of the Corporation. 





Grants, subsidies, and contributions. -| 17, 985 20, 000 | 20, 000 
Includes the Corporation’s contributions to the civil se ervice retire- 
ment fund and the service charges for the operation of the fund. | 

axes and assessments. | 308 1, 000 1,000 


Includes the Corporation’s FICA taxes for employees not covered 
by the civil service retirement fund. | 


Total, administrative expenses------- saa Livbeke caewaweede 377, 954 414, 200 414, 000 
| 


nn cee ee ee Ua Ua eye EISEN 
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EXPLANATION OF LANGUAGE CHANGES 





Proposed change 


No. 1 (line 1): To substitute the amount of $414,000 in lieu of $414,200 for 
administrative expenses. 

No. 2 (line 9): After the word “day” substitute a semicolon for the period 
and add: “and purchase of two passenger motor vehicles for replacement only.” 
Reason for changes 


No. 1: The change is recommended to round out the amount of the limitation 
for administrative expenses to even thousands of dollars. 

No. 2: The passenger-carrying vehicles owned by the Corporation were ac- 
quired for use during the construction program and were subjected to severe 
offroad usage. Garage facilities were not available to protect the vehicles from 
the extreme winter conditions prevailing in the area. Expenses for maintaining 
these vehicles in operating condition are high. As a result, two of our fleet of 
four passenger-carrying vehicles are scheduled to be replaced during the budget 
year. 


Neither of the two vehicles scheduled for replacement will meet the age stand- 
ard, nor is it expected they will meet the mileage standard. However, due to 
the wornout condition of the vehicles, authority is requested to replace them in 
the budget year as being in the best interests of the Government. 

Mr. Preston. We are always glad to have Mr. Lewis G. Castle, 
the Administrator, before us, together with his staff and give us a 
statement about operation of the seaw ay. However, before hearing 
Mr. Castle, I think it would be appropriate to hear from the Under 
Secretary of Commerce, the Honorable John Allen, for a brief open- 
ing statement. 

Mr. Allen ? 


STATEMENT BY UNDER SECRETARY OF COMMERCE FOR TRANSPORTATION 


Mr. Auten. Thank you, Mr. Chairman. 

As you know, the St. Lawrence Seaway operates under the super- 
vision and direction of the President, who delegated that responsi- 
bility to the Secretary of Commerce and he in turn looks to me for a 
good part of the discharge of his duties or advice thereon. 

The association with the St. Lawrence Seaway during the past year 
has been a most pleasant one, pleasant from both the personal contacts 
and the business of the seaway and our responsibility. 

It is the policy of the Department that the seaway should operate 
in its day-to-day operations completely as an independent agency, 
subject only to the supervision and direction that is necessary and 
that has been very little because the requirements have been such that 
there was no need ‘for a great deal of effort. 

In the year’s business, while the seaway traffic was less than esti- 
mated the net results were better than anticipated, which was pleasant 
to us and as I presumed we would get complaints of all those who use 
the seaway or have disagreements with it or its management, we have 
had almost no complaints, if any. The relationship in that way has 
been a very pleasant one. 

I am most pleased to be here to hear the presentation and to be 
able to make the statement I have just made. 

Mr. Preston. Thank you, Mr. Secretary. 

Mr. Castle, do you have a prepared statement ? 

Mr. Castir. Yes, I have. 

Mr. Preston. Will you read it at this point ? 
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Mr. Castie. I might, before reading this, Mr. Chairman, if I may, 
introduce my own staff here, Mr. Oettershagen on my left, Deputy 
Administrator, Mr. Harrill, Assistant Administrator, and Mr. Jose, 
Comptroller-Treasurer, and Mr. Shriver, General Counsel. 

With Mr. Allen there is Oscar H. Nielson, budget officer of the 
Department of Commerce, and Frank Perrin, staff director. 

Do you want me to brief this, Mr. Chairman? I know how busy 
youare. Itisnot very long. Ican cut it down. 

Mr. Presron. I believe short as it is, it is best to read it. Briefing 
it will take longer. 

Mr. Caste. Allright. 


GENERAL STATEMENT OF THE ADMINISTRATOR 


Mr. Casrie. Mr. Chairman and members of this committee, we 
welcome this opportunity to again appear before this committee to 
bring the members current information on the status of the St. Law- 
rence Seaway and to highlight our budgetary requirements for the 
fiscal year 1961. 

First, I would like to introduce members of our staff in attendance: 
M. W. Oecettershagen, Deputy Administrator; E. Reece Harrill, As- 
sistant Administrator; Brendon T, Jose, Comptroller-Treasurer ; and 
Harry C. Shriver, General Counsel. 

Also present are John J. Allen, Jr., Under Secretary for Trans- 
portation, and George T. Moore, Assistant Secretary Mie Adminis- 
tration of the Department of Commerce. 

As you are aware, the St. Lawrence Seaway Development Corpora- 
tion is charged with the responsibility of constructing, operating, and 
maintaining the U.S. portion of the seaway. 

The calendar year 1959 marked the first season of revenue opera- 
tions of the newly improved seaway. Through its deeper channels 
(27 feet), its fewer locks (7 large locks now replace 22 small locks), 
and its straighter channels, a phenomenal increase in traffic was gene- 
rated. 

In the U.S. locks, the number of lockages was 5,500, with transits 
of 6,595 ships and 701 small craft. 

Though our statistics are not yet fully compiled, the final summary 
is expected to show 20 million tons of cargo transited the seaway, or 
an increase of 75 to 80 percent over the 1958 total. 

This figure of 20 million tons for the first year becomes even more 
remarkable when consideration is given to the fact that the 1959 navi- 
gation season was shorter by 4 weeks than is normal, and, during the 
initial few months of operation, transit through the new and un- 
familiar system was considerably slower than later in the season when 
pilots, ships’ masters, and lock crews became more familiarized with 
the facilities and more proficient in the operations. 

With a creditable year of operation behind us, it can safely be 
predicted that a steady and substantial year-by-year increase in the 
flow of commerce through this great international waterway is ex- 
pected. Our estimate that 50 million tons will be attained at the end 
of the developmental period in 1968 seems assured. 

Continued friendly and cooperative relations with our Canadian 
partner in this venture, the St. Lawrence Seaway Authority, has ma- 
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terially contributed to the successful operations of the seaway. In- 
provements to the Welland Canal by the Canadians during this 
winter’s shutdown are designed to increase the capacity of that facility 
by approximately 25 percent. 

The seaway opened for operations on April 25, 1959. The U.S. 
portion of total revenue is expected to exceed $3 million. Interest 
repayments to the Treasury have been made in the amount of $2 
million, and as soon as outstanding toll accounts receivable have been 
collected and the final annual cost determined, a supplemental pay- 
ment will be made. 


ADMINISTRATIVE EXPENSE PROGRAM 


Our administrative expense budget for fiscal year 1961 remains at 
$414,000 and is at the same level as in the past 2 years. It is our be- 
lief that we can absorb the increased cost of the health insurance pro- 
gram contributions by making savings in other areas. We also are 
requesting authority to replace two passenger-carrying motor vehicles, 

These expenses cover the executive direction and administration of 
the Corporation’s activities, including all toll administration and issu- 
ance of shipping rules and regulations. 


OPERATIONS PROGRAM 


The operations program for fiscal year 1961 is budgeted as follows: 


[SOPTRtA0Ne OF LOGIN Bil COMMIS oe i he $671, 000 
Maintenance of plant, anid. equipment........ <2... - cee 254, 000 
Bn AR NPRIIRIRO “GJ REAL WEG NONN (TUE CO I ees 75, 000 

NGI oss Sr et ad Se eR ee ek Cre ae oe ee 1, 000, 000 


The increase of $25,000 in operating expenses over the prior year is 
contained in the pertain services expense and is due to within-grade 
raises provided for the wage board personnel on the rolls. All other 
expenses remain essentially unchanged. 


CONSTRUCTION PROGRAM 


The seaway construction program is expected to be completed dur- 
ing fiscal year 1961. The program totals $2.6 million and is almost 
entirely devoted to channel improvements, with some additions and 
betterments to the navigation aids and the construction of pedestals 
for drydocking marine equipment in the locks during the off-ship- 
ping season. 

It is anticipated that the contractors’ claims outstanding will be 
settled within the fiscal year 1960. 

In summary, we are pleased to state that the initial shipping season 
of 1959 has been successful and there is every promise of greatly in- 
creased usage of the facilities in the future. ‘The fulfillment of these 
objectives will assure the self- liquidation of the investment in the 
seaway within the statutory payout period and the continued avail- 
ability of this outstanding international waterway to the commerce 
of the world. 

This completes my prepared statement. We are now prepared to 
respond to any questions which members of the committee may have. 





M 
M 


out- 
Our 
$600 
M 
M 
at. le 
M 
seas 
M 
M 
shor 
wel 
a 1€ 
harl 
that 
por 
thir 
ino 
out 
nect 
I 
mel 
as ( 
we 


\ 
cou 
h 
we 
did 
anc 
tici 
} 
the 
) 
} 
site 
} 
Mr 
are 
cor 
int 
ing 
car 


the 


— Yo Pt | 








681 


OPERATING LOSS 


Mr. Preston. What was your operating loss in 19594 

Mr. Harritz. Our revenue will be approximately $3,200,000. Our 
out-of-pocket expense for operations will be a little jess than a million. 
Our interest expenses will be about $2.6 million. We will be about 
$600,000 short of meeting all interest payments the first year. 

Mr. Preston. What did you estimate that shortage to be ? 

Mr. Harri. We estim: ated it to be over $700,000 so we are actually 
at least $150,000 or $200,000 better off than we anticipated. 

Mr. Preston. And that with a 4-week shortage in operating 
season ? 

Mr. Harri. That is right. 

Mr. Castir. I might add to that, Mr. Preston, we operated 4 weeks 
shorter than the year 1958 but we find, or found, that many ships that 
went into the Great Lakes to pick up cargo could only load to about 
a 16-foot draft due to the required dredging that is necessary in the 
harbors and slips and approaches in the Great Lakes harbors. I think 
that there is going to be much more cargo generated by the various 
port activities on the Great, Lakes than they indicated this year so I 
think that each year we are going to see an increasing improvement 
in our total volume of ¢ argo transit, as the dredging progr am through- 
out the Great Lakes is pursued a little more rapidly and when the con- 
necting channels are completed in 1962. 

I think by 1963 we ought to begin to show a very marked improve- 
ment in the volume that comes out of the Great Lakes, inbound as well 
as outbound, and there is going to be greater production of iron ore, 
we understand, in both the Provinces of Quebee and Labrador. 


OPERATING DIFFICULTIES 


Mr. Preston. Do you have your operating difficulties that you en- 
countered during the first period of operations eliminated ? 

Mr. Castir. We have very little operating trouble. Don’t forget, 
we had a year’s operation ahead of the Canadians in 1958 when we 
did not charge tolls, you will recall. They started out fresh last year 
and they had some designs that are now under correction and we an- 
ticipate practically no difficulties at all in fac ility operations next yea 

Mr. Preston. The width of the canal seems to be adequate, and of 
the locks ? 

Mr. Castir. We think so, yes. 

Mr. Preston. Have you had many scrapings of ships as they tran- 
sited ? 

Mr. Caste. Not through our locks. We have fenders in our locks, 
Mr. Chairman, so that there is very little scraping. The Canadians 
are installing fenders on their guide walls which will eradicate that 
complaint that was made by some of the ship lines. Though, on the 
interior of their locks, there will be no fenders but the ships are mov- 
ing in without much difficulty and very little scraping as far as we 
can observe. 

Mr. Preston. You will operate in 1961 at the same personnel level 
that you did in 1960? 

Mr. Castrir. We think so, yes. 

Mr. Preston. No new positions in this budget? 

Mr. Castie. No. 
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ESTIMATED TOTAL CONSTRUCTION COSTS 


Mr. Preston. It is noted on page 17 of the justifications that the 
estimated total construction cost to be incurred is $123,358,200. That 
figure is contrasted with the original figure of what Mr. Castle? I 
have forgotten. Is it $80 million ? 

Mr. Castix. To go back into the early history, beginning I would 
Say 1952, that estimate was made. At the time the designs, or the 
estimate on the cost of the designs were made by the corps and others 
interested, it was about $88 million. Then we were authorized to 
borrow up to $105 million for construction, working capital, accrued 
interest, et cetera. Then we did eliminate one lock, Point Rockaway 
lock. That brought down the cost to about $67 million, but as we 
reported to the committee, after that, when we were required to go 
back to Congress for more funds, during that period the escalation 
of costs rose by $22 million, I believe it was, in connection with our 
construction. We discovered about. $36,500,000 worth of items that 
were not included in the original design and program of construc- 
tion that was essential to adequate facilities for shipping. That 
is what we were faced with, that increase of about $60 million, but we 
thought at that time it might run close to $140 million and I think 
we are going to come out now as it indicates here about, $123 million 
for construction costs, and of course there will be accrued interest 
of $614 or $7 million on top of that. 

Mr. Preston. So the final cost after you eliminated one lock is 
about twice what it was estimated ? 

Mr. Castie. That is right. 

Mr. Preston. That is about par for the course in government. 

Mr. Castie. That was a pretty rugged experience, the increased 
costs which we faced which were not anticipated by the architects 
in 1952. 

BORROWINGS FROM TREASURY 


Mr. Preston. How much have you actually borrowed from the 
Treasury thus far ? 

Mr. Castix. Actually, borrowings up to the year 1959 were $112 
million. 

We will borrow $7 million more in 1950—a total of about $119.7 
million through 1960. 

Mr. Preston. Is it anticipated that you will need to borrow up 
to your $140 million ? 

Mr. Caste. No. 

Mr. Preston. Are there any questions? 

Mr. Horan ? 

INCREASE IN REVENUES 


Mr. Horan. I notice you estimate an increase of $510,000 on reve- 
nues. Is that just a guess? 

Mr. Harrizw. It is our best estimate and that was the estimate that 
was made by the two toll committees of Canada and the United States. 
There is anticipated an annual increase each year. 

Mr. Horan. That is just based on your limited experience? 

Mr. Harri. Yes, and our study of tolls and traffic for the future. 
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Mr. Horan. What is going on around the Great Lakes now that 
might enhance that estimate? What is going on at Chicago, Wau- 
kegan, and various ports such as Duluth ? 

Mr. Castite. When you speak of the Great Lakes region, Congress- 
man, I think you are referring probably more to the general cargo. 
That is being developed more and more every year. American Ex- 
port Line, Grace Line, are all out there beating the brush and port 
directors of all the ports in the Great Lakes are doing everything 
they can to divert traffic into the ports of the Great Lakes. 

That is largely general cargo, but we expect a continuous heavy 
flow of grain as we experienced this year which we call bulk cargo. 
We expect more ore shipments, more tonnage of ore in the next 
several years, as the properties in Quebec and Labrador are devel- 
oped and get under production. There will be a continuous flow of 
petroleum, coal, newsprint, and things of that sort which are classi- 
fied as bulk products. The word we get from the ship lines, some are 
patos more ships in, some are putting fewer ships in but they will 
oad them deeper as the dredging program goes on. 

We feel fairly confident that each year through this 10-year devel- 
opment period we are going to see a gradual increase. 

Mr. Horan. The locks, of course, are limited to 27 feet? 

Mr. Castie. That is right. 

Mr. Horan. But the dredging will make the rest of the channel 
portion of the canals deeper ? 

Mr. Castix. Dredging will be 27 feet all the way through. There- 
fore, the ships load to about 25 or 2514 feet. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Preston. Mr, Yates. Do you have any questions? 


TOTAL COST OF CONSTRUCTION 


Mr, Yares. I somewhere saw where your total costs of investment 
had gone up to $155 million. Does my memory serve me correctly 
on that? 

Mr. Castte. No. I never heard of that figure. 

Mr. Yates. $140 million ? 

Mr. Castir. That is what we were permitted to borrow. Our 
figures on page 17 show our present estimates of about $123 million 
and we will have accrued interest of about $614 million to add to that. 
That comes to less than $130 million. 

Mr. Yates. Your total cost would be about $130 million ? 

Mr. Castier. That is right. 

Mr. Yares. Do you anticipate the tolls that will be charged will be 
sufficient to pay this off within the 50-year period as provided by 
statute ¢ 

Mr. Castir. That is right. 

Mr. Yares. How isthe seaway working out ? 

Mr. Castie. Beautifully. 

Mr. Yates. Thank you, Mr. Chairman. 

Mr. Preston. Thank you, Mr. Castle and gentlemen. ‘That con- 
cludes the hearing. 
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We shall insert pages 1 through 7 of the justifications in the record 
at this point. 
(The justification pages referred to are as follows:) 


GENERAL JUSTIFICATION 


I. INTRODUCTORY SUMMARY 


The Tariff Commission’s total estimate for 1961 is $2,463,700. The amount 
requested for personal services is $2,120,200, which will provide for average an- 
nual employment of 272, an increase of 30 over the present year’s average of 242. 

The activity groupings adopted for previous years by agreement between the 
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3ureau of the Budget and the Commission are carried forward in the present 
estimates. Estimates for the two activities may be summarized as follows: 

Activity I is stated: “‘Research, investigations, and reports.” ‘This covers all 
substantive work of the Commission, as well as all miscellaneous expenses, The 
total requested for this activity is $2,157,700. Of this amount, $1,814,200 is 
for personal services at an average annual employment of 233. The balance 
of $343,500 provides for all miscellaneous expenses, including the item of $136,490 
for retirement fund contribution, in accordance with recent amendments to 
the Retirement Act. 

Activity II is entitled “Executive direction and administration.” It includes 
the Commissioners’ offices and the administrative services. The total request 
for this activity is $306,000 for an average annual employment of 39. Apart 
from the offices of the Commissioners, whose salaries are fixed by law, the esti- 
mate for administrative services totals $144,700, for an average annual employ- 
ment of 27. This amount is 5.9 percent of the total appropriation, a slightly 
smaller proportion than in the current and previous years. 

The amount requested is essential if the Commission is to meet the rising 
demands for its services and initiate some basic activities required by statute. 

A perspective of the Commission’s average employment over a 23-year period 
is shown in the following table. 


Average employment table, 1939-61 


Average Average 
employ- ‘ . " employ- 
Year: ment | Year:—Continued ment 

1939 303 1951 213 
1940 301 1952 201 
1941 299 1953. ae ; 195 
1942 303 1954___- : 195 
1943 336 1955 _. 198 
1944 302 1956 204 
1945 7 293 1957 _. ; 214 
1946__- 269 1958 ; — — 216 
1947. 7 228 1959 “ 7 ae 
1948. cae 226 1960 (estimate) _ __ 242 
1949 ; 238 1961 (estimate) ......s2.-% 272 
1950 297 


II, PERSONNEL REQUIREMENTS 


The estimates are set up and analyzed under the two major activity groupings 
established by agreement with the Bureau of the Budget, in the following 
language: 

Activity I: Research, investigations, and reports. 
Activity II : Executive direction and administration. 

Activity I covers all substantive work of the Commission. It includes all ele- 
ments of the Commission’s personnel except those listed below under activity II. 
Activity I also includes all items of miscellaneous expense. 

Activity II covers the Commissioners’ offices, and the following administrative 
units: Seeretary’s office (excluding the functions of the former Docket Section), 
personnel, finance, mail and files, and messengers. 

Although miscellaneous expenses are formally included under activity I, in the 
interest of simplicity, they are herein analyzed in a separate section following 
the discussion of personnel requirements for both activities I and II. 

The comparative activity table on the following page summarizes for con- 
venient reference the principal components of both activities for 1959, 1960, and 
1961. 
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Activity I: Research, investigations, and reports 


This section analyzes the Commission’s personnel needs for activity I in 
terms of its recorded experience during the fiscal years 1956, 1957, 1958, and 
1959, and its prospective work in the fiscal years 1960 and 1961 under five main 
headings: (A) Public investigations; (B) Commercial and customs investiga- 
tions; (C) Furnishing technical information and assistance; (D) Special re- 
ports and activities; and (E) Assembling and analyzing basic data. 

For convenient reference, the comparative man-year table on the following 
page shows the Commission’s activities, and the corresponding man-year ex- 
penditures and estimates, for a 6-year period. 

The personnel used and needed for work under the several headings listed 
above are discussed in terms of man-year requirements without regard to the 
several classes and levels of employees involved. 


Comparative man-year table (by fiscal years) 



























































Man-years expended Man-years 
estimated 
Activity bah ." aati ibaa sities: 
} ; 
1956 | 1957 | 1958 | 1959 | 1960 | 1961 
Activity I: | 
Bh, PARIS POG as vrcdctowecnysedsesecce’ | 6§0.1 §8.7| 77.1] 7.3 87 73 
1. ‘“‘Escape-clause” (sec. 7, TAEA of 1951; 
Executive Order 10401)_.__._..- |; 22.4 30. 4 28. 8 33.1 33 33 
2. Import interference with agricultural 
programs (sec, 22, AAA) ______- | 1.2 7.9 4.8 | 1.1 3 3 
3. Pursuant to congressional resolution | 
(sec. 332 (g), ey ; 2 -6 15.9 16.1 16 16 
4. ‘‘Peril point” (sec. 3, TAEA ‘of 1951)___. 20.9 eee 3.0 20 12 
5. Tariff en ae (title 1, Customs 
Simplification Act of 1954). Shiites 1.2 16.5 22.2 15.0 10 3 
6. Antidumping (sec. 201(a), Antidump- 
ee a ee Sa RT .4 2 1.5 1 1 
7. Differences in production costs; unfair 
import practices (sec. 336.and 337, TA)_| 2.5 1.8 5.2 3.5 4 4 
B, Commercial and customs investigations_.___- * eee # aa | 18 
1, Administration of customs laws (sec. 
332(a), TA)-_-- atetnddddlan itt bodes inte ds Shes Sint ines 2 
2. Fiscal and industrial effects of customs 
Lawes (eee S00ee), TA) ..5.. 65.0.5... Uinitudbudsteewhasd Anbdcads uthadeanctiedues 3 
3. Relations between duties on raw ma- | 
terials and finished products (sec. | 
332(a), TA). ehE kinds ndes do Sphiss alan ehkgels eekbetntenkhebe $e ntebenpepungnta 1 
4. Effects of ad valorem, specific, and com- | 
pound duties (sec. 332(a), TA)-__- Scena lalatodonilens Sh i5 i jem ded tein 2 
5. Continuing survey of tariff se hedules 
and classification (sec, 332(a), TA)_. gubiebdta ean a clea Riba aed jwensek 2 
6. U.S. and foreign articles: comparability, 
conversion costs, production costs, 
prices, and other ears factors 
(sec. 332 (b), (d), TA)------ ogi asale a aacaisaie dia aaa aie ai 1 
7. Commercial ne and pri wctices of 
foreign countries; international eco- 
nomic organizations (sec, 332 (b), (c), 
TAY... < iat 1h oki ata wanted a Sided 6 
8. Diserimination agi 1inst U.S. trade (sec. | 
TEE a eaent est hc ook Cha eae enous lea icant encll areal Seeninite ] 
> ——_ | ———— 
C, Furnishing technical information and assist- | | 
ance.... . lslbchdi on abdeeeebenebnke 21.6 20.2 18.8 15.3 | 18 | 18 
To Congress (sec. 332(g), , Deicide 3 8.9 8.5 7.9 | 5.6 | 7 7 
2. To other Federal agencies (sec. 334, TA)- 5.0 4.6 3.9 3.5 4 4 
To 5 sae and the public (sec. 332, 
re Raa 7.0 6.2 z RY I 
D. Special reports and activities__ pac cai Ce 44.1 33.7 | 62.2] 54 | 75 
1. Summaries of tariff inforenation (sec, | 
332, TA). 6.2 19.2 8.6 6.4 6 12 
2. Reports on synthetic organic chemicals 
(sec. 332, TA)._--- 9.2 10.0 11.7 11.0 11 11 
3. Trade agreements reports. and activities 
(sees. 334 and 350(e), TA; Executive 
Order 10082) ___- ° 24.6 8.3 | 6.1 33.3 35 50 
4. Other special reports (sec. 332, TA).._-- 4.6 6.6 | 7.3. ee se 2 
E. Assembling and analyzing basic data (sec. 332, | | 
Fact Shaver : 7-7 : 9 54.7 55.0 | 49.4 | 46.2 |_ 46 59 
Total, activity I......... saith bined ted 171.0 | 178.0 ~ 179. 0- | ~ 487.0 | 205 233 
aay tt 3 ee oe a ‘ 33. 0 | 36. 0 37.0 | 37.0 37 39 
Grand total.__.._- peek be ee eee ; 204.0 214.0 216.0 “904 0 242 272 
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Mr. Preston. We are again glad to have the distinguished Chair- 
man of the Tariff Commission, the Honorable Joseph E. Talbot, and 
members of the Commission and his staff present today to justify 
their budget. 

Mr. Chairman, do you have a prepared statement / 

Mr. Tarzgor. Yes, I do, Mr. Chairman. 

Mr. Preston. Would you elect to read it 4 

Mr. Taxsor. I will read it, but I will skip parts of it—and may 
the whole statement go in as if read / 
Mr. Preston. Yes, sir. 


GENERAL STATEMENT 


Mr. Tatsor. Mr. Chairman and members of the committee, first 
may I introduce my colleagues that are here. At the end of the table 
is Commissioner Schreiber, of Maryland; and next is Commissioner 
Sutton, of Georgia. Next is our Director of Investigation, Mr. Louis 
Ballif. On my left, Commissioner Overton, of West Virginia; and 
Commissioner Dowling, of Michigan. Behind me is our General 
Counsel, Mr. Paul Kaplowitz; our Chief Economist, Mr. Ben Dorf- 
man; and our Chief of Technical Services, Mr. Mark Albertson. 

There are so many titles around here I cannot remember them all. 

Mr. Preston. We are delighted to have you. 

Mr. Tarzor. It has been our responsibility to submit to you the 
budget estimates of the U.S. Tariff Commission for 1961. These 
have been proposed only after a searc hing analysis of our statutory 
obligations and financial needs. 

If an agency of the Government is to render a satisfactory account- 
ing of itself in the performance of its prescribed duties, those com- 
missioned by law to direct its activities must review periodically that 
agency’s responsibilities, objectives, and performance. My fellow 
Commissioners and I have made such a review. We have reviewed 
our budget from a zero base. The results of our deliberations are 
embodied in the documents that you now possess. 


COMMISSION’S RESPONSIBILITIES 


If one deals solely with the minutiae of day-to-day activities, the 
work of the Tariff Commission might seem to be concerned merely 
with import problems, protective tariffs, the operation of the Presi- 
dent’s reciprocal trade program, escape-clause investigations, anti- 
dumping cases, peril-point determinations, foreign discriminations 
against our trade, and a myriad of other recurring problems which 
engross the attention and activity of the Commission and its small 
staff. However, viewing the work of the Commission in its broader 
and proper perspective, we are concerned basic: ally w ith practices and 
trends which in the aggregate shape the Nation’s foreign trade policy. 
Inexorably, during the past two decades, U.S. commercial policy has 
assumed increasing importance in the Nation’s overall foreign policy. 

Shortly after I was appointed Chairman, last May a study of the 
functions of this agency led me to the following conclusions: First, 
that through the years the Commission had established a well-earned 
reputation “by completing an extraordinary volume of analytical re- 
searches, published reports, and studied recommendations—all this, 
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while rendering assistance of various types and magnitude to the ad- 
ministration, the Congress, and the public; second, “that this impres- 
sive contribution had been achieved by one of the smallest independ- 
ent agencies in the Gover nment—indeed, by an agency favored with 
barely 100 individuals on its professional staff ; and last, that notwith- 
standing the ever- increasing importance of foreign-trade policy in the 
Nation’s overall foreign policy, and despite the mounting pressure 
of work required by statute and by Executive order, there has not been 
acommensurate growth of the Commission’s staff. 

Let me review the major current activities of the Commission and 
by so doing indicate a measure of satisfaction in our performance of 
this work: 

ESCAPE-CLAUSE INVESTIGATIONS 


Currently, in terms of both total man-hours and the share of the 
Commission’s time entailed, the most burdensome single activity of 
the Commission involves its obligations under the escape-clause pro- 
cedure. Section 7 of the Trade “Agreements Extension Act of 1951 
provides that upon application the Tariff Commission must. conduct 
an investigation to determine whether any product on which a trade 
agreement concession has been granted is, as a result of the customs 
treatment reflecting such concession, being imported i in such ine reased 
quantities as to cause or threaten serious injury to the domestic in- 
dustry producing like or directly competitive products, 

Since 1948, when the first escape-clause application was received, 
the Commission has instituted more than 100 such investigations. 
This work has increased in magnitude over the years and at ‘present 
there appears to be no prospect of a diminution of the Commission’s 
escape-clause activities. Indeed, with intensified import competition 
from abroad, with increased sophistication on the nart of domestic 
producers respecting the availability of the escape-clause mechanism, 
and with the widening coverage of concessions by trade agreements, it 
is anticipated that the burden of this work will at least remain at its 
present level. Each investigation that runs its full course constitutes 
a major research undertaking and requires the services of technically 
trained commodity analysts, professional economists, accountants, 
statisticians, and appropriate clerical assistants. Each requires the 
preparation of an extensive factual and analytical report. Each re- 
quires a thoroughgoing appraisal and a finding by the members of 
the Commission itself. During the past year the Commission received 
14 escape-clause applications. At the moment four are pending in 
various stages of completion, and past experience suggests an increas- 
ine workload to come. 

Tt should be noted that in 1958 the Congress reduced the time limita- 
tion on escape-clause investigations from 9 months to 6 months. 

Closely related to our work under the escape clause are the reports 
we are required to prepare under Executive Order 10401. This order 
requires the Commission, whenever a concession is modified under the 
escape-clause procedure, to maintain a continuing review of develop- 
ments with regard to the commodity affected and, beginning 2 years 
after the modification of the concession, to make annual reports to 
the President concerning such developments. The Executive order, 
therefore, provides a cumulative addition to the Commission’s respon- 
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sibilities and workload. The number of annual reports to the Presi- 
dent that the Commission is required to make under the Executive 
order has increased to eight for the current fiscal year. 


TRADE-AGREEMENT ACTIVITIES 


For more than a quarter of a century the Tariff Commission has 
given extensive technical assistance to the administration’s trade 
agreement programs. The Commission’s responsibilities in this regard 
are defined by Executive order. 

Before any major trade-agreement negotiation is undertaken, the 
Commission assembles, for use of all Government officials concerned, 
a considerable volume of information covering every import com- 
modity that might become the subject of negotiation. .A monument 
of effort and analy sis goes into the assembly of such data, which in- 
clude statistics of domestic production, consumption, imports, and 
exports; a record of the tariff history for each item; and an analysis 
of the competitive factors involved. Public hearings are held. Staff 
experts are assigned as technical advisers to the interdepartmental 
committees preparing for the negotiations. Legal experts prepare the 
appropriate statutory language of the tariff concessions ultimately 
included in the schedules of agreements. 

The burden of trade-agreement work varies considerably from year 
to year, depending on the negotiations contemplated by the adminis- 
tration. Currently, we are moving into a period of intensive activity 
preparatory to the forthcoming negotiations at Geneva. 

Another phase of the Commission’s trade- agreement work is its 
annual report on the operation of the trade agreements program. 
Originally by Executive order, and since 1955 by statute, the Tariff 
Commission is required to render such a report annually to the Presi- 
dent and tothe Congress. Thus far it has prepared 11 annual reports. 
They keep the President, the Congress, and the public informed on the 
progress of the trade agreements program as well as of major develop- 
ments in foreign economic policy. 


PERIL-POINT INVESTIGATIONS 


During recent months, the third major activity of our staff has been 
the work associated with making peril-point determinations. Under 
section 3 of the Trade Agreements Extension Act of 1951, as amended, 

the President is required, before entering into trade-agreement nego- 
tiations, to transmit to the Tariff Commission a list of articles that 
may become the subject of negotiation. Thereupon, the Commission 
must report, for each commodity listed, the maximum concession that 
can be made without causing or threatening serious injury to the re- 
spective domestic industry. “This is a momentous and crucial respon- 
sibility. The heavy wor load now necessary for this phase of the 
Commission’s work required no part of the Commission’s time a de- 
cade ago. Nonetheless, with the forthcoming negotiations under 
GATT at Geneva, it is anticipated that during the next year sub- 


stantial share of our time will be required in preparing for and in | 


making peril-point determinations. 
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OTHER INVESTIGATIONS REQUIRED BY STATUTE 


The escape-clause and peril-point procedures by no means exhaust 
the types of formal investigations which the Commission is required 
to undertake. Let me enumerate others that are provided for by 
special statute : 

(1) Pursuant to section 22 of the Agricultural Adjustment Act, the 
Commission must under prescribed circumstances determine whether 
imports are entering in such volume as to render ineffective, or inter- 
fere materially with programs maintained by the Department of 
Agriculture. 

(2) Under the antidumping legislation, the commission must deter- 
mine whether a U.S. industry is being injured, or is likely to be in- 
jured, by reason of the importation of dumped merchandise. 

(3) Under section 337 of the Tariff Act, the Commission investi- 
gates alleged unfair methods of competition and unfair acts in the im- 
portation and sale of imported articles. 

(4) Under section 336 of that act, the Commission has responsi- 
bilities in advising the President w hether import duties on given arti- 
cles should be altered to equalize differences in costs of production at 
home and abroad. 

(5) Under section 332 of the Tariff Act, the Commission is directed, 
when requested, to place its facilities at the disposal of the President, 
the House Committee on Ways and Means, and the Senate Committee 
on Finance, and to make such investigations as may be requested. Ac- 
cordingly, in a typical recent year the Commission completed extensive 
studies of the follow: ing subjects: Whisky, tunafish, mercury, tungsten, 
carpet wool; and is presently studying fluorspar and lead and zinc. 

In the aggregate, these investigations have constituted a greater bur- 
den, and have engrossed more of the Commission’s time, than have 
its escape-clause duties. During the last fiscal year, the Commission 
instituted 10 investigations of the types just enumerated. Moreover, 
the record of the past year suggests increased, rather than diminished, 
responsibilities in such investigations. 


SUMMARIES OF TARIFF INFORMATION 


A widely used compendium of commodity information is provided 
by the Commission’s “Summaries of Tariff Information.” This multi- 
ple-volume publication is currently found in many of the country’s 
major libraries; in American embassies abroad ; and in numerous Gov- 
ernment, private, and trade-association offices. The summaries con- 
tain a discussion of the nature and use of all major import items. 
They present an analysis of trends in U.S. production, imports, and 
exports of such commodities, as well as a discussion of production 
in foreign countries. They also analyze factors affecting the com- 
petition ‘between imports and domestic production. 

Although the Commission considers the continuous revision of the 
summaries to be one of its more important tasks, because of the pres- 
sure of other work it has been unable in recent. years to maintain the 
projected schedule of publishing revised summaries. We are making 
a start on this work in the current fiscal year and the 1961 budget en- 
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visions further progress on this front. We are about 9 years behind 
schedule, Mr. Chairman, on this. 


TARIFF SIMPLIFICATION PROJECT 


The Customs Simplification Act of 1954 directed the Tariff Commis- 
sion to examine thoroughly the existing tariff schedules and to recom- 
mend appropriate changes. The announced objective of such changes 
was to simplify both the determination and application of import clas- 
sifications, eliminate anomalies, and modernize the terminology and 
arrangement of the tariff. Much of this work is now complete. The 
projected new schedules have been released for examination by all 
interested parties, and public hearings have been held. Final drafts 
are now being prepared for submission to the Congress and the Presi- 
dent. We believe followup work will continue for some years. On 
this we have included 8 man-hours for the next fiscal year. 


FURNISHING TECHNICAL INFORMATION AND ASSISTANCE 


The unique position of the Commission, with its traditions of re- 
search, its investigative functions, and its specialized personnel, has 
made it a repository of technical information and skill in matters 
relating to imports, tariffs, foreign-trade discriminations, and other 
aspects of international commercial policy. For years, therefore, an 
important phase of the Commission’s work has involved the furnish- 
ing of technical information and assistance to the Congress, the Presi- 
dent, and the public. Regularly, committees of Congress, as well as 
individual Congressmen, call upon the Commission for data or analy- 
ses pertinent to their legislative functions. 

Frequently, the Commission lends its experts to assist congressional 
committees at formal hearings. The Commission also responds to re- 
quests from outside the Government on specific problems within its 
special field. These requests come from many sources, including com- 
mercial and industrial firms, research groups, labor unions, and farm 
organizations. In a large share of such cases, the Commission is the 
only available source of the necessary information. 

All bills relating to tariffs, customs administration, and foreign 
trade generally are referred by the Congress to the Commission for 
analysis. 


CERTAIN ADDITIONAL RESPONSIBILITIES 


Recently, the Commission completed an extensive review of its 
powers and duties imposed by statute and Executive order. We were 
impressed that the Congress assigned the Commission, with no right 
of option on its part, well defined analytical and research functions 
with a view that it should render vital assistance to those responsible 
for formulating the Nation’s foreign-trade policy. Accordingly, my 
colleagues and I have developed a program for improving the Com- 
mission’s personnel and performance. 

The areas to which we particularly invite your attention are de- 
lineated primarily in sections 332 and 338 of the Tariff Act of 1930. 
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These provisions constitute a general directive to the Commission to 
conduct continuing studies in designated fields of foreign-trade prac- 
tices and foreign-trade policy. A partial list of the types of analyses 
contemplated by the Congress includes: 
Comprehensive and searching scrutiny of commercial policies 
and practices in foreign countries ; 
Continuing study of discriminatory actions against U.S. trade; 
Appraisal of the effect of foreign groupings ; of nations (such 
as the Common Market) on both international and U.S. com- 
merce; 
Periodic reexamination of U.S. tariff classifications and duty 
schedules ; 
Timely reappraisal of the appropriateness of ad valorem or 
specific- type duties in varying situations; and 
Occasional reexamination of customs laws and their adminis- 
tration. 

In order to assure the studied and judicious performance of the 
above of ain of analyses, the Congress endowed the Commission with 
a unique status relative to both the executive and legislative branches. 
The role required of us is vital; we do not view our responsibilities 
in this regard to be secondary to the responsibilities described in detail 
im my earlier remarks. The Commission has a small staff of specialists 

1 foreign trade and commercial practices to conduct the activities 
currently performed; it possesses the necessary traditions of research ; 
it has the obligation and it has the will to carry out these functions. 
Nevertheless, unless we can give effect to an improved orientation 
and strength of our staff, the Commission will in these important 
sectors fall short of its obligations to the executive branch and the 
Congress—obligations which are mandatorily imposed. 

To meet these neglected responsibilities we propose to establish a 
Division of International Commercial Relations and to strengthen 
the Commodity, Economics, Legal, and Statistical Divisions with 
which you are familiar. 

We have recently set up a new Accounting Division, the need for 

which has grown steadily since the en: retment. of the industry seg- 
mentation clause in 1955. That clause puts a heavy burden on ac- 
counting in theory and practice. These problems are directly related 
to the often difficult “definition of the domestic industry.” We feel 
sure that the Accounting Division can be of great help on these fronts 
and also aid in appraising the adequacy of the “representative sample” 
which we secure largely by questionnaires. 

This. gentlemen, is my general statement on our 1961 budget. 

Mr. Preston. Mr. Chairman, it has been a very interesting state- 
ment. We notice that nowhere in the statement do you discuss any 
figures or discuss the incre: — at vou seek. 

Mr. Rooney. I did not hear a dollar mentioned. 

Mr. Tatnor. They are set a I think it ison page 

Mr. Roonry. There is not too much in there, either. 

Mr. Tarrnor. This part is the usual setup we have had in the past 
years and much of this was prepared by our secretary, Mr. Bent, 
who is on military leave at the present. 
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INCREASE IN PERSONNEL 


Briefly, our budget this year is 30 man-years higher than last year 
and this was approved by the Bureau of the Budget some months ago, 

Briefly, we had presented a budget much larger than this that em- 
braced 337 man-years with total expenditures of $3,041,000. This 
envisaged an increase of about 90 man-years over last year. 

The Budget, after our hearing, granted 30 man-years and this addi- 
tion to our last year’s budget. Budget felt that although we proved 
a need for 90, that we could not recruit and assimilate the type of 
people we w anted in such positions in 1 year. I do not know just how 
Budget reasoned this out, but apparently they divided our plan into a 
3-year period. In other words, they gave us 30 the first year. 
Whether they will give us 30 next year, I do not know, but assuming 
this is their plan, they have honored our request for 30 additional 
man-years. 

I said in the statement, in answer to your question, Congressman 
Rooney, that we had set up a new group of international economists. 
That is about to take place. We also will increase each of our di- 
visions. I will read quickly the total number of employees we will 
have in some of them: Agricultural Division, 18 people; Ceramics, 10; 
Chemicals Division, 25; ‘Lumber and Paper, 10; Metals Division, 20): 
Sundries, 17; Textiles, 17; and Statistical, 18. 

Roughly, this was our plan, to fill these up to these numbers. 

This is a 3-year plan, if I may put it that way. 

I know here today we are interested in only fiscal 1961 and the fig- 
ure that I give the committee now is that we were granted 30 addi- 
tional man-years. 


GRADES AND LOCATION OF ADDITIONAL PERSONNEL 


Mr. Preston. Could you give us a chart showing where these people 
will be placed and their grades? 

Mr. Tatzor. The 30? 

Mr. Preston. Yes. 

(The chart referred to follows :) 
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Positions to be added in fiscal year 1961 
ACTIVITY I 
Unit and position title Grade Salary 
| 
Agriculture Division: 
CORRIOTEE UNO UN WTI. oi on ot estcn inna cnn cnsnagcctgquceccecans| UP EEiwecana | $8, 330 
BONS icchetneainnuce daembasedois id ae pee eT eN Gaels ee elae Fe PES | GB4.5. 5, 985 
Ceramics Division: Commodity-industry analyst --.............---.-- | GS-12... | 8, 330 
Chemical Division: | } 
rn en GOIN... Cancsupudnsdnnedcuneabbaanseesoaonanune GS-12... 8, 330 
atta ddennipieng Weick douicn piactipsbtociaapekesh camer sauketnbabouien GS8-9.....- 5, 985 
Lumber and Paper Division: 
Commodity-industry analyst..........-.....----.- OEE EOE ae se 8, 330 
OD. dubitass AISA ad dnd odds Oe Rabati dab abba ea dbaed niga GE Rdseue 5, 985 
Metals Division: 
CL NOON GUE O iia a occ g aw avineneeceendencdsassarccukan ees as isess 8, 330 
ee he Se ee ea ae pee ee oe GS-9........ 5, 985 
Sundries Division: 
OGG SERIE GNA. 0 oo. 5 hid cc dcnnideudecbbanbuceuccddesousce GGr3i ices 8, 330 
SR haan ol beeweg aba sah atin vivir inline ce Riise ctatna tee aah il ws cenit CR io sctenes 5, 985 
Textiles Division: 
CONEY Sir ONIN on ni 50 hich abated bie dbeawcdcabcbhtoncs GS-12.....-. 8, 330 
SNE ess < canuentinnceblsadndsrmaddesxstebne peas bak tet aad CPC ceccue 5, 985 
Accounting Division: 
I lh onicinds tpuieecen diopaponp hieGemen serine itmpbegindy octen 9, 890 
8, 330 
Economics Division: 
International economist. _..........- pki en Se knees otha a boii ake GS-13....... 9, 890 
Boag. ics heen esnsele nine Daiachnsss anclaaukcisa cata detbieeetasdin eda nia yadda cao nia 8, 330 
Ree aise aden eben de alana ueredngatee Waki hdete ane eenaane GS-12....... 8, 330 
Rani et eC as whale macnn Saks betes daknedsactadonae eee Gee. 5, 985 
International Commercial Relations Division: 
Re ek ks Re a a a ee GS-16_.._.-- 14, 190 
Dnéornationel: eoomomitet.. . . oo foo i heeli cts Lh aude ial ME cde ce 12, 770 
ee oe ee a csi 11, 355 
en ko bt eT EL et Dee. Jeena hee ea ae at ae eee ateee GS-13... .- 9, 890 
BRS. cneharncsitigind boeb ews Lidl dds tanh anche dina ba bleeds eabte iw tebiiaw eee | GS-13..._-_- 9, 890 
BI pies ee cig bases uh cena ena Peon koe onns Ledeen F @erie:s. 9, 890 
OU Seth oh ohh do tociiaw suka chbinb ows iuhss ctkelwcbimsadeebbboce GS-8.__...-- 5, 470 
Statistical clerk._-_-- Shrotning ae Sumannblat biivtie ths cack dba ecks SoQaee on SOE. Scone | 4, 040 
Legal Division: 
Attorney-adviser...................... add lied buch -ébibeMtn ads ceieaibneie GS-13._..... 9, 890 
RS chirutihiGd eames es . pu hilcindpcbak«. savas catenewes CEmenee GS-12 8, 330 
Bb ote eS, eis fal er sien rey a hoes G80... 5, 985 
Statistical Division: 
Re i a ee eaeenaeal GS-6........ 4, 040 
 eoesehee ars cute scale draalondiara Shaka ‘ --.-.-| GS-4 a 3, 755 
NL ee eee a se ei SELL cn ghdeuadecanaee G@S-4._.....- 3, 755 
Stenographic Section: 
CREPE DOIOUIRINEE bg oe odd dsc cc osettuebamuseted ste ids ncecelicwldiede GS8-4.._..... 3, 755 
Senn dnidicd cine aay dae cne koa eskacmin dank occa nabekomecasnn maeaabaua’ Ensen 3, 755 
Clerk-typist._....--- ee Eas e pedsugasuncal MemEbscance 3, 495 
SITE 0 Te I oo i ta Rainn endenbenarebedhinsescccunasina 273, 270 
ACTIVITY II 
Secretary’s Office: Clerk... .....-- wlacadhthote ar hedhcaiagaiigh des €caicsdnt hale dhepaiatlommnmae’ alee G8-5........ | $4, 040 
Personnel Section: Placement assistant.....................-..----.--------. Ge meseal 5, 985 
WT SINE rh on ee ecu stee deeb besotas Stinson 2, 960 
FOOs NCVER A 1 NON 9 ooo csc tciseedencnnccuupcuddcuvanheens [son eaaunaeh® 12, 985 
=== 
SRE SAE LOI Fk oie ccs ached condcinin nde picbea sishidadeaesine meal | 286, 255 


wo 
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Mr. Baur. This table shows the new positions authorized by the 
Budget Bureau for 1961. 

Mr. Preston. This shows 40 positions. 

Mr. Batu. That would be equivalent to 30 man-years, Mr. Chair- 
man. That is the number of new positions. 

Mr. Preston. We do not talk about man-years on this side. You 
might over there but we talk about jobs. 

Mr. Tatsor. Thirty man-years will be the equivalent of 40 new 
jobs. 

Mr. Baur. We estimate that the employees would be employed 
for an average of between 9 and 10 months in the fiscal year. That is 
why we have more permanent positions than you would have man- 
years. By man-years we mean, as you know, average employment. 

Mr. Preston. We understand what it means but we just do not use 
that terminology here. We talk about live, breathing bodies. 

Mr. Batu. This 40 I mentioned would be the new, live, breathing 
bodies we will try to add in 1961. 

Mr. Tarzor. That is what we are looking for, live, breathing bodies 
at our establishment. 

Mr. Chairman, when I was here a year ago I think I said that the 
average age at that time was 58 years. Today we have cut that down 
to 51 years, and we are improving gradually—getting younger people. 

Many of our best people we will ‘Jose in the next 2 or 3 years. They 
include two or three of the people in this room now, and it is a con- 
stant game going out into the field, to the universities, into business 
places and banking institutions to get the types of experts we are 
looking for. 

Mr. Preston. You have a highly specialized objective all the time, 
and I can understand how you would have difficulty in recruiting the 
types of people you need. 

Mr. Baur. In the chart, at the end of the budget justification, you 
will see the same information. The asterisks opposite the positions 
listed there indicate the new positions that would be added under the 
1961 budget. 

You see the asterisk there. Over at the left, Economics Division, for 
example, there are four asterisks. They indicate the grade and salary 
of those who will be added under the 1961 budget. 

Mr. Presron. I need a Benjamin Franklin glass to see that. 

Mr. Baturr. Unfortunately the type is small. 

Mr. Tatsor. Perhaps I can add this: We envisage four additions 
in the economic staff, two additions in the Agriculture Division, one 
in Ceramics, two in Chemicals, two in Lumber and Paper, two in 
Metals, two in Sundries, two in Textiles, and four in the Statistical 
Division. Then there is the International Commercial Relations Di- 
vision which shows eight. In accounting we have two. In personnel 
we have one. In administrative service we have one. In the Legal 
Division we have three. 


INCREASED POSITIONS IN 1960 


Mr. Preston. How many new position did we grant you in 1960! 

Mr. Baur. 242 man-years, or 257 permanent positions, were 
allowed us in the current fiscal year. 

Mr. Tatzor. He means last yea 
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Mr. Preston. I do not think you mean new positions. 

Mr. Bauurr. No. sir. 

Mr. Preston. That is what I want to know. We raised you above 
the Bureau, not they but we. 

Mr. ‘Tatsor. My memory is that it was 11 additional employees. 
The amount of money was exactly $100,000. 

Mr. Rooney. It looks like 18 people to me. 

Mr. Tarpor. It could be. 

Mr. Preston. Anyway, $100,000 was the figure. 

Mr. Bair. ‘The increase was 18 man-years and about 15 permanent 
positions that you allowed us this year over last year. 

Mr. Tatsor. That is right; 224 man-years as compared to 242. 

Mr. Presron. I don’t see how you got that many out of $100,000, 
unless you got them all in the $4,000 class range. 

Mr. Tarror. This chart carries the salary of every individual in 
there. Most of these heaps we hired, as I said, were younger people. 
They were hired at grades 5, 7, and 9, for the most part. With a grade 
7 you can buy two people for one grade 12 or 13. 

One reason we did this, Mr. Chairman, is that we are anxious to 
get people in their late 20’s and early 30’s into this kind of business, 
because, as I say, in 10 years there will be too many we will lose by 
retirement. 

Mr. Preston. I do recall there was an increase in the Budget ap- 
proval, also, which gave you some additional positions; but we in- 
creased it by $100,000 beyond what the Budget recommended. 

Mr. Tarzor. That is right. 

In spite of the President’s desire to cut 2 percent, Budget saw our 
problems and they honored us with this additional 30 man-years, or 
40 employees. 

Mr. Preston. What did you say about the President’s desire to 
cut 2 percent? Did you say 2 percent? 

Mr. Tarot. Yes. 

Mr. Preston. What about that? 

Mr. Tarsor. We were told that each agency was requested to cut 
2 percent. 

Mr. Preston. Below its present year’s operation ? 

Mr. Tatror. Yes. 

Mr. Preston. I wish the President would send us a message along 
that line. We would accommodate him; we would have to. 

Mr. Tatror. I merely bring out the contrast that this is probably 
the largest budget that the Tariff Commission has ever requested. 

Mr. Preston. I think we all realize that your work burden has 
considerably increased. There is no question about that. It is a 
very difficult type of work which you do, and, frankly, your increases 
since 1950 have been so negligible that it is somewhat amazing in 
light of what all other agencies in Government have done. 

Mr. Tarzor. I think, Mr. Chairman, that until last year, since 1950 
there have been no increases. Everything has gone the other way. 

We finally arrived at a point where we had just skeleton crews, 
and that is about what it amounted to. 

Last year we did go forward for the first time. 

Since Mr. Overton came on the Commission last May, all of us 
have pitched in, and we have really gone to the bottom of this thing 
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and tried to see where we were lacking in our ability to supply the 
information that we should supply. 

Eventually, if the fortunes are with us, in 3 or 4 years we should 
have a very skilled organization. It will take some time. It will take 
some very, very minute recruiting. We have asked Civil Service and 
the Budget to give us all assistance on recruiting the proper people. 

Mr. Presron. Do your people hold hearings away from Washing- 
tion ? 

Mr. Tarzor. We have not in a number of years. A few years ago 
we held hearings in San Francisco, I think, on one occasion, Mr. 
Chairman. 

INCREASE FOR TRAVEL 


Mr. Preston. Why is it you are asking for this large increase in 
travel ¢ 

Mr. Taxsor. That is our staff who must make these field trips and 
our auditing groups who must go out to the companies and go over 
their books and so forth. 

Mr. Bauuir. I have the details of that, Mr. Chairman. 

Mr. Presron. Your request is from $30,000 to $65,000. 

Mr. Baxi. $7,500 of the $85,000 increase is for our expected in- 
crease in the per diem allowance; $20,000 is for travel of the new 
employees to the Commission, w hich we are allowed to do under the 
present law ; $7,500 is to pay expenses to the GATT meetings. 

That accounts for the $35,000 increase. 

Mr. Preston. You pay the expenses of new employees from where 
you find them to Washington ¢ 

Mr. Bauurr. Yes; and expenses of moving furniture and families. 

Mr. Preston. Is that a common practice ¢ 

Mr. Baur. It is getting to be very common in Government, and 
it is necessary in order to compete with private business to get these 
people. 

Mr. Tatzor. This is moving only a Government employee, though. 

Mr. Bauurr. Yes; a person taken on the staff. 

Mr. Preston. I understand. I hope it would not be moving any- 
body else. 


OTHER OBJECTS 


And the other increases under “Other objects” relate to the im- 
creased staff / 

Mr. Baur. Yes, in large part. 

The next largest increase is the other contractual services, The in- 
crease is mainly contributions for the new government health in- 
surance for the employ ees. 

The next sizable increase is in equipment which is about propor- 
tionate to the increased staff allowed us under the budget. 

The last one, item 11, “Grants, subsidies and contributions,” is the 
increased contribution to the retirement fund which is in direct 
proportion to the increase in staff. 

Mr. Preston. Mr. Rooney ¢ 
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HISTORY OF APPROPRIATIONS 


Mr. Roonry. I want to be sure I understand this. What were your 
appropriations in 1952? 

Mr. Batuir. I am sorry, our table showing appropriations does not 
vo back beyond 1959. 

Mr. Tatzor. 201 employees in 1952. 

Mr. Bauurr. We have that but not the amount of the appropriation. 

Mr. Roonry. You do not have the total 1952 appropriation ¢ 

Mr. Bauuir. No, sir. 

Mr. Roonry. You cannot tell us that ? 

Mr. Bauurr. We can submit it, certainly, but we do not have it 
here. 

Mr. Roonry. Look at page 201 of the Committee Print. You will 
find it there; $1,144,000 plus two supplementals of $19,000 and 
$87,000, about $1,200,000. Would that be right? 

Mr. Bauurr. Let me check it. 

Mr. Rooney. $1,250,000. Is that right? 

Mr. Baur. As I say, I do not have the dollar amount here, Mr. 
Rooney. I do have the average employment. It provided for an 
average employment of 201 at that time. 

Of course, average employment 

Mr. Rooney. L refer to taxpayers’ dollars, money. 

Mr. Baur. I am sorry, we do not have it. 

Mr. Rooney. I will tell you the page to which I referred in the 
committee print, and these are your figures, are they not, and the 
Bureau of the Budget figures ¢ 

Mr. Baur. Yes, sir, they would be correct. 

Mr. Rooney. It came to $1,250,000 in 1952. How does that com- 
pare with what you are asking now ? 

Mr. Baturr. The amount that the Budget Bureau allowed us for 
1961 is $2,463,700. 

Mr. Rooney. Quite a difference, is it not? 

Mr. Bauutr. It isan increase. 

Mr. Roonry. You say the President and the Bureau of the Budget 
asked for a reduction of 2 percent on your budget. Instead of that 
you come up here now with an increase of 15 percent. Is that right? 

Mr. Bauurr. Yes, the amount would be pretty close to 15 percent. 

Mr. Rooney. It is pretty near exactly 15 percent, is it not? 

Mr. Batuir. Might I explain part of that? That means an increase 
of 30 man-years. 

Mr. Roonry. Stay away from man-years. We do not play with 
man-years but live bodies. You have many more people down there 
now as the result of the action of this committee. I am beginning 
to wonder when the end of this thing will come. We thought we 
would be able to sit back and relax for some years. ; 

_ Now you come in with an increase of 15 percent on top of that 
increase, 

Mr. Batx1r. About two-thirds of that increase in live bodies is rep- 
resented by this new program of work the chairman indicated to you, 
and only a little over a third of the increase is to take care of the 
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normal increase in our regular workload, so it does not represent 
as large an increase considering only our normal operations. There 
the increase is only a little over a third as much. Most of the increase 
is for new work, 


INCREASE IN BUDGET 


Mr. Roonry. To stay with dollar figures, this is a 15-percent in- 
crease that you are here for now after the President has told every- 
body, including the American public, that we have to hold the line, 
and that you should try to make a cut of 2 percent. Here you are 
asking for 15 percent more. ; 

That is all, Mr. Chairman. 

Mr. Tatzor. So we will get the record right on this, Congressman 
Rooney, I asked for a 45-percent increase. In other words, Budget 
allowed me only a third of what I asked for. . 

Let me give the committee the fundamental] reason for this. There 
are three of us on this Commission now who are lawyers, and we 
went to the basic acts, what Congress mandatorily told us we had to 
do and we were not doing it, and it had not been done for years. 

We put this frankly up to Budget; we said that Congress put this 
duty on us; it has not been done; should we do it? The law said we 
should do it, and Budget agreed with us, and we want you to agree 
with us that we should carry out the laws you passed. 

Mr. Roonry. I will be with President Eisenhower on this one. 


INCREASED WORKLOAD 


Mr. Tatzor. This I do want to say to the committee: Our Director 
of Investigation, Mr. Ballif, told me recently that in the last 6 months 
we have done more work than in any previous full year period, and 
I know this. I know this and all my colleagues know this. 

This job now is getting to be a man-sized job. We are getting in- 
vestigations that are just out of this world. 

We have now live animals, sheep, which practically every State in 
the Union is involved in. | It is difficult to try to get figures on these 
investigations. 

For the third time we had a lead and zinc investigation which we 
finished yesterday, the public hearing part. 

The enormity of these investigations is just getting to the point 
where we have to have more help. 

Now, when I first came with the Commission in 1953 we had 1 year 
for these investigations. That was cut by Congress to 9 months in 
1954, and cut again in 1958 to 6 months. 

Now to get out an investigation on an entire industry in 6 months 
is quite a trick. From the day the applicants file with us their appli- 
‘ation for relief until the day we send it to the President with our 
recommendations we have a period of 6 months only. It is not easy. 
Unless we have help we cannot give these industries the relief they 
ask for. : 

Now we have one from Agriculture in cotton textiles under section 
22. This involves cotton textile manufacturers from Maine down to 
the Florida line, all up and down the eastern seaboard. 
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As all of you know, there are hundreds of textile manufacturers. 

If we are going to get meaningful statistics and profit and loss data 
from each of these concerns it requires a force working day and 
night to get this information. 

Mr. Preston. That is a matter of life and death, too, for a very 
important industry in our country. 

Mr. Overton. Peril point is a matter of increasing importance, 
also. 

Mr. Tatzor. We did not have such a thing as an escape clause 
until 1949. It did not even come into existence until President Tru- 
man put it in under an Executive order. 

In 1951 Congress for the first time passed this legislation. It took 
a few years for the people of this country to know about this law. 
In other words, publicity on it was not good. 

However, today it is. Every little manufacturer in this country 
knows all about what Congress has done for their relief under this 
escape clause and they are coming to us. This means we have to 
perform. 

The law says we shall investigate. We have no choice for deliber- 
ating whether we should or should not. The law Says we must do 
it. When it says we must do it the Commission feels we should re- 
spect the law and carry it out to its fullest intent. That is what you 

people meant when you passed the law. That is my experience in the 
years I spent herein Congress. They taught me to honor these things 
and to do them. That is what I am trying to tell you gentlemen, 
that we want to do this job. 

Mr. Preston. You should carry out congressional acts. 

Mr. Tatror. I agree we should. 

Mr. Batuir. Apropos of the Chairman’s statement about the in- 
creased workload, I have a table here showing we have ordered 27 
investigations so far this year compared to 30 for all of last year. 

Mr. Yarrs. Public investigations ? 

Mr. Batu. Yes. 

Mr. Yares. You intend to have 30 this year? 

Mr. Tatsor. We have ordered 27 already this year. We do not 
know exactly how many but at this rate it will be almost twice as 
many as we had last year. 

Mr. Yares. I was looking through the justification for a summary 
of the extent of your activities and did not see it. How many anti- 
dumping cases are pending? 

Mr. Tatrzor. One. 

Mr. Preston. Let us insert that table in the record at this point. 

(The table referred to follows :) 
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Investigations ordered, completed, and pending for the fiscal years 1959 and 1960 








Pending— 





























Investiga- | Investiga- 
Fiscal year ending June 30 and type of investigation tions tions | 
ordered | completed | Beginning As of 
of fiscal Jan, 15 
year 
1960 
Tariff Act of 1930: 
I a tall 3 1 1 8 
A ats is eee ae + eniie i digg = diac tp ete s 66 at dialects 
tale a inaa nite anak mika s aletwakengie 3 Ba canta 2 
Trade Agreements Act, as amended: 
es ae do eehiaeawuaueliaal 2 Dy Wiciaotieckecabidedl 1 
ce eae 6 | 3 1 4 
REND I BI ona bcp imeresennenn 6 1D Ancnspant ob nia alhdutncabetens 
Additional information......................-.- 1 Bi Setenic oem ae icanetael 
Agricultural Adjustment Act, as amended, sec. 22_.___- 3 2 1 2 
Customs Simplification Act of 1954._..............._.-- innit dienes hates beni l 
Antidumping Act of 1921, as amended-....-...-.......- 2 | B lectdacenccue 1 
wn, alt Shewetnpntione.- 3 55.555 7 | 16 3 14 
Pending— 
Investiga- | Investiga- 
tions tions 
ordered | completed | Beginning End of 
of fiscal fiscal 
year year 
1959 
Tariff Act of 1930: 
eee eer te 1 
MN AAG ieee hk Soe a el Ceti coe coe NE to lee ee 
i ainecahdn ak ativadeeabsdpletotathedhdeanak tied 2 
Trade Agreements Act, as amended: 
hs Stee Ste tiled addi hed tnmeebedade ion taricn Sauls vadolanb buick deenabcameialesds ddditxamiecsaene 
ae Shania tea acheter ai tities tence cage ee aiceanisiaes 2 
PRIN RNIN DN eee j.§ Ope 6 'o.euBih 2 2h 2 2) 
Additional information.............-.....-..... 1 
Agricultural Adjustment Act, as amended, sec. 22_____- 2 
Customs Simplification Act of 1954___............-.-..- 1 
a Oe Or Es IG occcccceteccteh - ts SR... Bh hives ee 
pe eee 9 





















Investiga- 
tions 
ordered 





Tariff Act of 1930: 
Sec. 332 
Sec. 336 
Te 

Trade Agreements Act, as amended: 

a ccihs Secetan oats chao deed eben uakaesaldine cereale toon Nig i | 
a a hc 
Peepetase Tees BOON os bok a ee 
Additional information.-...............---...-- 

Agricultural Adjustment Act, as amended, sec. 22____- 





Customs Simplification Act of 1954-.............___- ; 
Antidumping Act of 1921, as amended.--._.__..____- . 
ny Ge IN oie ose ence cocn cw ccous 
1957 a P 


Investiga- 
tions 
completed 


Pending— 








Beginning 
of fiscal 


End of 
fiscal 








Tariff Act of 1930: 





a a a a ee 


Agricultural Adjustment Act, as amended, sec. 22 
Customs Simplification Act of 1954...............-.....]....-....-- 





Antidumping Act of 1921, as amended 
Total, all investigations 











Agr! 
Cus 
Ant 








16 


703 


Investigations ordered, completed, and pending for fiscal years 1951-56 





Fiscal year ending June 30 and type of investigation 
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Mr. Tarsor. Those investigations are spasmodic and require only 
4 months. 

Mr. Yares. This states there are two antidumping investigations 
which have been ordered and two which have been completed. It 
shows none pending as of January 15. 

Mr. Tasor. We have one since then on cement. 

Mr. Yates. How accurate is the table ? 

Mr. Baxuir. We mean so far this fiscal year we have ordered 27 
compared with 30 in all of the preceding fiscal year. 

Mr. Yates. Is that reflected in this table? 

Mr. Batu. They are all listed there. 


SCHEDULE OF DUE DATES OF INVESTIGATIONS 


Mr. Preston. We will also insert in the record at this point the 
chart showing the schedule of due dates of the various investigations. 
(The chart referred to follows:) 


A. Calendar of hearings and of deadline dates for pending escape clause and other 
investigations 


Action indicated on due date 


Due dates | Supple- 
Commodity, number, and type of investigation in chron- | mental 
ological Final report 
order Hearing Briefs report junder Ex- 
ecutive 
Order 
10401 
Peril-point—woolens and worsteds: Investigation 1960 
No. 8, sec. 3__- Jan. 8 x 
Lead and zine: Investigation No. 29, supplemental, 
sec, 332_. : Jan. 12) X 
Zinc sheets: Investigation No. 81, sec. 7 Jan. 14 sal a 
Fluorspar: Investigation No. 26, supplemental, sec. | 
332... : Jan. 15 |- X i 
Women’s and children’s leather gloves: Investiga- } 
tion No. 82, sec. 7__-- a ‘ : Jan. 19 | X | 
Starch: Investigation No. 37, sec. 332 --| Jan. 26) X | 
Fluorspar: Investigation No. 26, supplemental, sec. | 
> Feb. 29 xX | 
Articles containing cotton: Investigation No. 22, 
Agricultural Adjustment Act, sec. 22 Mar. 1/)j| X 
Portland cement: Investigation No. 12, Antidump- 
ing Act Mar. 11 
Women’s and children’s leather gloves: Investiga- 
tion No. &2, sec. 7 Mar. 21 
Lamb and mutton: Investigation No. 83, sec. 7 Mar. 22 | X 
Typewriters: Investigation No. 84, sec. 7 Mar. 29 | X 
Lead and zine: Investigation No. 29, supplemental, 
sec. 332 Mar. 31 X 
Starch: Investigation No. 37, sec. 332 do X 
Typewriters: Investigation No. 84, sec. 7 May 10 xX 
Lamb and mutton: Investigation No. 83, sec. 7 May 17 X 
Clinical thermometers: Investigation No. 61, sec. 7 May 21 X 
Linen toweling: Investigation No. 44, sec. 7 July 25 XxX 
Watch movements and parts: Investigation No. 26, 
sec. 7 do X 
Bicyeles: Investigation No. 37, sec. 7 Aug. 18 X 
Dried figs: Investigation No. 12, sec. 7 Aug. 30 xX 
Lead and zine: Investigation No. 65, sec. 7 Oct 1 xX 
Stainless steel table flatware: Investigation No. 61, 1961 
sec. 7 Nov 1 X 
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B. Other pending investigations 


The following investigations are actively pending, but have no legally. fixed 
date for completion. 


Commodity, number, and type of investigation| Date Comment 
received 


1959 | 


Zigzag sewing machines: Investigation No. 17, Jan. 15 Hearing held May 5, 1959; briefs have been 
sec. 337. | | filed. 
Lead and zine study: Provisions of sec. 332__..|.....-..-.| Commission initiated study Aug. 4, 1959; no 


| | completion date scheduled. 
Certain cheeses: Investigation No. 6, supp. 5, | Oct. 29 | Hearing held; briefs filed. 


sec. 22, Agricultural Adjustment Act. | ; y 
Certain woven mats: Sec. 337, preliminary | Dec. 14 | Public notice of receipt of complaint issued 
investigation. Dec. 22, 1959. 


PENDING INVESTIGATIONS 


Mr. Yares. You ordered 27 investigations during fiscal 1959. You 
completed 16 of them so far. Is that right? 

Mr. Baturr. We ordered 27 during the first half of this present fiscal 
year 1960 and we completed 16 of them. 

Mr. Yates. So you have nine pending at the present time? 

Mr. Baxurr. Eleven pending. 

Mr. Yares. Does this mean during the balance of the fiscal year 
there will be no other investigations ? 

Mr. Baturr. No. We may get a half dozen in the next month. 

Mr. Yares. You know of none pending in addition to the 11 or none 
in prospect ¢ 

Mr. Tarzor. I do, but I hate to mention them. I am not trying to 
encourage them to come in. I have talked with seven or eight indus- 
tries this year who are threatening to come in. 

(Discussion held off the record.) 


PERIL POINT INVESTIGATIONS 


Mr. Yates. How many peril point investigations are pending ? 

Mr. Tatzor. Over 3,000. We have to peril- -point the whole book. 

Mr. Yares. Is that reflected in the exhibit which the Secretary 
handed us? 

Mr. Tatzor. No, because the President on April 15 will give us the 
finalized list for peril pointing. 

When it left our shop a couple weeks ago to go to the Trade Agree- 
ments Committee it had more than 3,000 items on it. 

Some of those items are articles that we know are touchy, right 
on the boundary line, people are threatening to bring escape clause 
proceedings, some may be dropped, but 3,000 is an accurate number. 

Mr. Yarrs. What is involved in a peri point investigation? Can 
you handle 3,000 of them ? 

Mr. Tarsor. Yes. We figure in a month we will handle the hear- 
ings. Tam setting aside the month of June for that. 

This is an administrative job and requires planning ahead. It is 
my thought that if we get the list from the White House by the 15th 
of April and we give the 30-day notice required by law that we will 
peril-point these 3,000 articles of trade in 1 month. 

That will take all-day hearings every day. 
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Mr. Yates. What happens until June? How long have these been 
pending ? 

Mr. Tatnor. Congress passed the Extension Act a year ago. 

Mr. Yares. Which was an extension of the previous law. 

Mr. Taxzsor. But Congress also said that duties could be cut up to 
20 percent additionally under a 5-5-5-5—four annual reductions. 

A peril point is the point below which the duty cannot be set if it is 
going to cause or threaten injury. 

Mr. Overton. Public hearings do not include the amount of labor 
that has to go into a determination of the peril pointing. 

Mr. Yares. You have over 3,000 items which you must check to 
determine whether there should be an application of the peril point 
division ? 

Mr. Tatnor. Yes. Ido not like the word “check” 

Mr. Yates. What word would you substitute ? 

Mr. Tausor. We have a hearing on these things. Members of Con- 
gress come up and testify. 

Mr. Yates. You prefer the word “investigation” to check ? 

Mr. Tatror. That is what it is,a peril point investigation. 

Mr. Yates. All right, I will accept that. 

Mr. Tatror. An investigation involves not only all the statistical in- 
formation but it involves a public hearing where anybody can come 
before us, industries come before us, and so on. 

Mr. Yates. Some of these have been pending since the start of the 
fiscal year, have they not, some of these requests for peril point investi- 
gations? 

Mr. Tarsor. No. None of them will start until the President on 
April 15, if that is the date—and I am informed that is the date, 
when we get the list. This will be the first time we know officially 
what is on the list. 

Mr. Yares. Perhaps I had forgotten the way this works. First of 
all the question goes to the W hite House to determine whether the 
danger exists and the President refers it to your Commission ¢ 

Mr. Tarsor. Not quite. First we have to do the bookkeeping job 
for the Trade Agreements Committee. 

The Trade Agreements Committee is made up of a member from 
each of the Cabinet posts. The Chairman of the Tariff Commission 
is also included. 

At this time country committees are set up. Each country, France, 
Germany, South America, each country has a committee because they 
are going to give us a list of the commodities that they are willing to 
cut for imports into their country, exports from the United States. 
This is the reciprocal end of it. 

Therefore we prepare a bundle for each of the principal suppliers 
who are going to send things here. We prepare a list of things on 
which we are willing to reduce the duties. 

Mr. Yates. How often do you have this reciprocity negotiation ? 

Mr. Tarzor. Every time Congress extends the Trade Agreements 

Act and reduces duties further. That has been, in my memory, about 
every 3 years, although once we extended it for only 2 years. 

Mr. Yares. That is why they all come at this particular time? 

Mr. Tatnor. That isr ight. 

It involves this: Beginning in September the GATT meeting starts 
at Geneva. The first 4 months will be spent with the Common Market 
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countries of Europe, six member countries. They hope to complete 
the bargining with those countries by the end of December. 

Then on January 1 starts the big go-around and an additional year 
with the other countries of the world. This all ends when the legal 
counsel draws up the legal language consummating this agreement 
and all the countries sign it. 

Mr. Yates. You say there are 3,000 pending. Is that for all the 
countries of the world who are engaged in trade with us? 

Mr. Tatzor. That is correct. It involves articles that will come 
from every civilized country in the world. 

Mr. Yares. Your conclusions are the basis for further Presidential 
action / 

Mr. Tarzor. That is right. The President by law cannot enter into 
a trade agreement below the peril point we find. 

If he does he must report to both Houses of Congress and give his 
reasons. 

To my knowledge in all the years of this trade agreement work only 
once has this happened. 

Mr. Yates. Was this bicycles? 

Mr. Tatror. Petroleum. The Tariff Commission put a half-cent a 
gallon duty on it and the President cut it to a fourth of a cent. That 

was with Venezuela. 

(Discussion held off the record.) 

Mr. Preston. Mr. Bow ? 

Mr. Bow. I have no questions. I am glad to see the gentleman here 
again and I still think you do a fine job. 

Mr. Tatzor. We are fighting for our lives. 

Mr. Bow. I will help you. 

Mr. Preston. Mr. Michel? 


HISTORY OF AVERAGE EMPLOYMENT 


Mr. Micuer. On page 3 in this table of average employment from 
39 to 61, I go back to 1939, 303. Is this live bodies, man-hours, or 
man-years ? 

Mr. Tarzor. This i : the point your chairman brought out when he 
asked me about it. I said there had been a withering on the vine. 
Each year we go down, down to 195, in 1953 and 1954. 

Then we start to pick up a little, but it was not until 1959, when 
you gentlemen gave us this opportunity to get 18 additional employees 
when you gave us $100,000, that we began to breathe. 

Mr. Micuen. Were the obligations of the Commission far less in 
those years than they were today? That certainly must be so. 

Mr. Tarzor. Each year Congress adds certain new duties, and 
properly so. So far as I know, since 1930 no Congress ever has re- 
pealed something that some former Congress has passed. In other 
words, duties become cumulative. 

Mr. Micuet. How do you account for that drop from 1939 to 1953 
or 1954 in the number of employees? 

Mr. Tarzor. I don’t know how to account for it. 

I would account for it from 1941 through 1947 because of the war, 
no imports coming in from anywhere. Therefore there was none of 
this business which is becoming more intense. 
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I think you gentlemen in the House this year will feel the same im- 
pact from industry in this country that we are feeling. There is a 
protectionist spirit up and down'the eastern seaboard. It goes all 


the way now into the Deep South and it didn’t exist there 5, 6, or T years 
ago. 


Mr. Preston. That isa fact. 

Mr. Tacgor. I know it is a fact. 

Mr. Micuen. I think that is true not only on the seaboard but even 
inland, for that matter. 

Mr. Presron. You show on page 5 of the justifications a budget re- 
quest of $2,463,700. 

Mr. Batu. Yes, sir. 

Mr. Preston. The budget document itself on page 191 and the 
committee print shows approval in an amount of $2,455,000. How 
do you account for the difference ? 

Mr. Baur. The difference is $8,700 of reimbursements we ex- 
pect to get. 

Mr. Preston. Added to the $2,455,000 4 

Mr. Batu. Yes, and that gives you the $2,463,700. 

Mr. Preston. I might say that this method of preparing the justi- 
fications is not entirely satisfactory. This is somewhat like reading 
the Rover Boys to get at the meat. There are about three pages of 
figures and the rest isa narrative. There is no reference to the pages 
where the language accompanies the figure or is related to figures. 

Mr. Tatsor. I give you my word we will correct it next time. 

Mr. Preston. One would have to do a lot of reading to get the 
information in this document. 

Let us see if we can prepare this more in line with the customary 
form that we use in the Department of Commerce, for instance. 

Mr. Tatror. Yes, sir. 

Mr. Bow. Off the record. 

( Diseussion held off the record. ) 

Mr. Tarzor. You gentlemen have put the law right on us. We have 
no discretion at all but to do this. 

Mr. Preston. We had better adjourn this phase of the hearing this 
afternoon. 

Thank you very much, Mr. Chairman and gentlemen. 
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Turspay, JANUARY 19, 1960. 
SMALL BUSINESS ADMINISTRATION 


WITNESSES 


PHILIP McCALLUM, ADMINISTRATOR 

DUNCAN H. READ, DEPUTY ADMINISTRATOR FOR INVESTMENT 
DIVISION 

THEODORE G. WAALE, DIRECTOR, OFFICE OF PROCUREMENT AND 
TECHNICAL ASSISTANCE 

WILFORD L. WHITE, DIRECTOR, OFFICE OF MANAGEMENT AND 
RESEARCH ASSISTANCE 

KEITH L. HANNA, CONTROLLER 


Mr. Preston. The next item for the consideration of the committee 
is the request for the Small Business Administration, found on page 
182 of the committee print. 

Mr. Preston. For the first time we have Mr. Philip McCallum 
appearing before the committee, as the new Administrator of the 
Small Business Administration. I believe prior to that time he was 
the General Counsel for the Administration. 

Mr. McCatium. Yes, sir. 

Mr. Preston. I think it would be a good idea, Mr. McCallum, if 
you would give us a brief background statement for the record. 

Mr. McCatium. Of my experience, sir 

Mr. Preston. Yes, sir. 


BLOGRAPHICAL BACKGROUND OF ADMINISTRATOR 


Mr. McCatium. Mr. Preston, I am 45 years old. I was born at 
Sault Ste. Marie, Mich., up near the Canadian border. 

At a young age my family moved to Ann Arbor, Mich, I at- 
tended the public schools there, and attended the University of 
Michigan Literary College and received my bachelor of arts degree 
in 1936. I attended the University of Michigan Law School and re- 
ceived my bachelor of law degree in 1939. 

In 1939, when I graduated, until 1946, I was employed as an attor- 
ney on the staff of the General Motors Corp. in Detroit. I resigned 
in 1946 and entered the private practice of law at Ann Arbor, Mich. 

In 1951 and 1952 I served part time as the executive secretary of 
the Ann Arbor Michigan Chamber of Commerce, at a time when it 
Was reorganizing, getting a broader coverage, to serve the community 
in a better way. 

In 1954 Mr. Barnes asked me if I would join the legal staff of the 
Small Business Administration. I did, and on March 29 of that year 
I came with the agency. In September of that year I was made As- 
sistant General Counsel in charge of the Loan and Liquidation 
Division. In 1955 I was named Deputy General Counsel and in 1956 
[ was named General Counsel. I held that position until November 
21, when Mr. Barnes resigned, and the President appointed me on a 
recess appointment as his successor. 

That, in a broadway, sir, is my experience. 

Mr. Preston. Thank you, Mr. McCallum. 
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It is noted that you have a 14-page statement. What are your 


wishes in regard thereto? 

Mr. McCauium. I would like to read it, Mr. Chairman. I think it 
will perhaps get this request in better perspective. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. McCatuum. I think it will give a better background for the 
hearing, sir, if you will permit me to read it. 

Mr. Preston. In so doing we may be limited to the amount of time 
we have to ask questions on these items but, nevertheless, we have 
never denied a witness the opportunity to justify his budget fully. 
Therefore, if you want to read it, you may proceed. 


GENERAL STATEMENT 


Mr. McCatui~m. Thank you, sir. 

Mr. Chairman and gentlemen of the committee, it is a pleasure to 
appear before this committee to present the budget t estimate of the 
Small Business Administration. 

In summary, the budget estimate for fiscal year 1961 includes re- 
quests for $24,178,000 for salaries and expenses, including a con- 
tingency reserve for $1,778,000 to meet any unanticipated increase in 
the business loan application volume. This compares with a budget 
of $20,595,500 for the present fiscal year 

In terms of personnel, the estimate anticipates a total employment 
of 2,900 by June 30, 1961, as compared with an estimated 2,375 on 
June 30, 1960. The requested increase in the revolving fund is $60 
million, raising the total to $750 million as compared to total authori- 
ized appropriations of $950 million for the lending and investment 
programs. This fund finances (1) loans to small business firms, (2) 
loans to victims of disasters, (3) capital and loans to small business 
investment companies, and (4) loans to State and local development 
companies. 

The programs of the agency are conducted through 15 regional and 
40 branch offices located at key points throughout the United States 
and Puerto Rico. 

The justification which has been furnished to the committee con- 
tains the details of each of our programs, and a complete statement 
of our operations was made before the committee last spring. There- 
fore, I will only summarize and highlight certain of our activities 
which I think are particularly pertinent to the budget estimate. 


PROCUREMENT AND TECHNICAL ASSISTANCE 


The estimate provides 4 additional field technical positions and 
1 Washington position for handling applications for certificates of 
competency, 10 field positions for production and technical assistance, 
and 12 clerical positions for the field. 

Additional personnel is needed in the certificates of competency 
program to handle an increasing number of applications for certifi- 
cates. Contracting officers are making an increased number of re- 
ferrals of certificate of competency cases to the Small Business Ad- 
ministration for action. Two recent Comptroller General decisions 
have confirmed the agency’s interpretation of the statutory criteria 
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of “capacity and credit.” Under this action, procurement agencies 
are required to refer all potential certificate of competency cases to 
SBA. Prior to these decisions, certain purchasing officials tended to 
place a narrow interpretation on the term “capacity” thus limiting 
the number of small businesses which could apply to SBA for 
certificates. 

In the first 6 months of fiscal year 1960, the Small Business Ad- 
ministration received 166 applications for certificates of competency 
as compared with 86 in the comparable period of fiscal year 1959. It 
is estimated that 350 applications will be received during fiscal year 
1960 and 400 in 1961. 

I have a chart here which indicates the increase in this program. 

Mr. Hanna, would you like to explain it, please ? 

Mr. Hanna. The first column, Mr. Chairman, represents the ap- 
plications received each year, and this shows a steady increase. The 
middle column represents the certificates issued, and the third column 
shows those in force at the end of the year. 

The significant development here, as far as applications are con- 
cerned, I believe, is the comparison of our first 6 months’ experience 
this year where we have 166 applications against 86 during the same 
per iod last. year. 

Typically, I believe, the heavier volume falls during the latter half 
of the year. 

Mr. McCatuivm. In prior years, we have relied largely upon our 
field procurement and technical assistance division chiefs to provide 
production and technical assistance in each region. With the addi- 
tion of new programs and increased emphasis on existing programs 
through new legislation, time available for production and technical 
assistance has declined gradually until only about 2 percent of our 
field staff (the equivalent of five technical employees) has been pro- 
viding this assistance. The 10 additional production specialists re- 
quested would provide an average of 1 specialist per region for this 
highly important program. 

The appropriation for the fiscal year 1960 provided funds for ad- 
ditional employees for the property sales and research and develop- 
ment, assistance programs. No changes are included in the estimate 
of the number of employees for these programs: however, normal de- 
lay in filling these highly technical positions has resulted in lower 
costs in 1960 than will be ine urred for the same number of positions 
in 1961. However, with a trained staff available in each region by 
1961, much greater assistance to small business can be expected under 
these programs. 

The Small Business Administration has agreements with the Forest 
Service and the Bureau of Land Management to insure for small 
business a fair share of the sale of Government-owned timber. This 
is being done by setting aside all, or a portion, of certain proposed 
sales for bidding by small firms. The Forest Service conducts timber 
sales in 148 national forests with an annual cut of 6 to 7 billion board 
feet valued at $100 million. The Bureau of Land Management is re- 
sponsible for timber sales in 50 forest and range districts in the 
amount of 1 billion board feet and $25 million annually. 

In fiscal year 1959, the Small Business Administration and the co- 
operating agencies made 87 timber set-asides valued at $3 million for 
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small business - “U0 for $6 m 
$10 million in 196]. 


Memoranda of understanding are being developed with the Gen- 
eral Services Administrat ion, Department of Defense, and other Goy- 
ernment agencies to assist small firms in obtaining a fair Proportion 
of contracts for the sale of Government-owned surplus real and per- 
sonal property. In addition to set-aside operations, assistance is given 
to “individual” smal] firms and Surveys are made in order to develop 
small business Opportunities to purchase Government-owned property, 

With respect to research and development assistance, the field Staff 
works directly with technica] installations, laboratories, and Person- 
nel of military and civilian agencies Which initiate and conduct re- 
search and development projects. This field staff follows through 
with the Government procurement. offices responsible for awarding 
research and development contracts and with large private firms 
which take prime R. & PD, contracts and in turn issue research and 
development subcontracts. 

Another part of SBA’s R. & D. assistance Program is guidance to 
small firms in obtaining technical information and results of research 
and development performed at Government expense. This requires 
continuous liaison and direct work with the research and develop- 
ment technical staffs of other Government agencies, industria] and 
Institutional] laboratories, and Public repositories of the results of 
research and development. 

‘he estimate provides for the continuation of t] 
aside program at about the fiscal] year 1959 level. 
procurement center representativ 


lion are estimated for 1960, and 300 for 


le procurement set- 
Thirty-seven SBA 

es cover 42 purchasing installations 
on a full-time basis and 35 on a Part-time basis, Ty fiscal year 1959, 
‘pproximately 29.9909 Proposed purchases totaling $1,143 million were 
jointly set aside for small firms. Contracts amounting to $848 mi). 
lion went to small business as a result of these Set-asides, 

The genera] procurement and subcontracting assistance also will 
continue in fisea] year 1961 at about the current level. In fiscal] year 
1959, the agency gave &Pproximately 30,000 small firms procurement 
assistance, and made almost 4,000 contacts to develop subcontracting 
Opportunities for smal] business, 

Representatives of the Smal] Business A 
quent calls on larger companies and are 
attention smal] business eo 
ing opportunities, 


dministration make fre- 
continuously bringing to their 
heerns which are interested In subcontract- 


MANAGEMENT ANp RESEARCIT ASSISTANCE 

The appropriation for the fiscal year 1960 Provided funds for one 
management and research specialist jn each region. The estimate 
for 1961 includes funds for a clerical] employee in each region to assist 
the specialist with typing. Statistical, and other clerjea] duties, 
Funds for an additional] analyst and 4 clerical] employee also are 
included in the estimate for the Washington office. These two em- 
ployees are required for reviewing, editing, and scheduling about 90 
research summaries containing the findings. recommendations, and 
conclusions of more than 50 research projects Lrowing out of the 
agency’s management research program. The researc), summaries 
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are to be edited expressly for the use and benefit of the owners of 
small businesses and the professional people who serve them. 

Since the unobligated balance in the fund, established for the grant 
program, has been rescinded, and since the agency is not asking for 
any appropriation at this time, no grants will be made in 1961. If 
the results obtained from the studies made under the 1959 and 1960 
grants program prove to be a valuable aid to small business, then 
further consideration will be given to the program after fiscal year 
1961. 

Section 8(c) of the Small Business Act, as amended, directs the 
Administration to “make studies of matters materially affecting the 
competitive strength of small business.” 

The budget estimate contains $150,000 for research contracts pur- 
suant to the act. Ex: imples of topics worthy of special study are— 

1. economic effect of “fair trade” on small business; 

2. effect of Government procurement and patent policies on 
proprietary rights of small business; 

3. extent a financing of small] business by factors, insurance 
companies, pension funds, and other institutional sources; 

4. types of industries or businesses which could be aided by the 
“pool” loan authority under section 7(a) of the Small Business 
it as amended; and 

financing problems of canning, processing, and related in- 
autre dependent upon annual crops. 

Also, certain of the studies initiated in 1959 and 1960 under the 
grants program should be kept current. Examples are— 

1. continuing studies of financial and operating ratios of small 
business firms ‘by industries and trades for the purpose of pro- 
viding them with better management guidance; and 

2. collection and compilation of management. information of 
use to small business, prepared by private business. 

The management publications, primarily written by experts in pri- 
vate business and business education, are reaching more and more own- 
ers and managers of smaller firms either directly through the owner 
or indirectly through those who service him on his accounting, finan- 
cial, and management problems. Total distribution of publications 
sold or distributed free as of last October was 7 million. Some 1,500,- 
000 conies were requested during the year ending on that date. 

In fiseal year 1959, 176 administrative management. courses were 
cosponsored with schools and the goals for 1960 and 1961 are 250 and 
300, respectively. This increase, as well as anticipated increases in 
management counseling, will be accomplished by having for the first 
time a trained field staff in each region for the full fiscal year. 

We have a chart here showing the scope of our SBA manavement 
publications. Would you like to comment on that, Mr. Hanna? 

Mr. Hanna. As noticed here, there are seven different series in 
which we are issuing publications at the present time, and there are a 
total of 274 different titles that have heen issued through December 31. 
A description of them is in the justifications. However, I might read 
the titles for you. 

Mr. Preston. All of them ? 

Mr. Hanna. Only the seven series. Thev include our “Management 
Aids for Small Manufacturers,” “Small Marketers Aids,” “Technical 
Aids for Small Manufacturers,” “Small Business Bulletins,” “Aids 
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Annuals,” the “Small Business Management Series,” and “Starting 
and Managing” series. 

The second chart shows the number of the different publications 
that have been distributed during each of the last 4 years. Starting 
with 1956, there were 610,000 and it goes up to 1,366,000 in 1958, and 
1,310,000 in 1959. 

So far during the current fiscal year we have issued 861,000. 
Therefore, you can see that there will be even a greater demand 
during the current ye 

With respect to ns management courses that are being conducted, 
this shows a steady increase in the number of courses that have been 
conducted each year. The estimate in the current year is 250, and 
300 for 1961. 

This next chart shows the number of enrollees in the courses about 
which we have just been talking; again, paralleling the increase in 
the number of courses are the number of small businessmen taking ad- 
vantage of the courses. 


INVESTMENT AND DEVELOPMENT COMPANY ASSISTANCE 


Mr. McCatuium. The Congress has directed that this program be 
handled largely on a centralized basis. Accordingly, final approval 
of charters, licenses, purchases of debentures, and approval of loans 
is made in Washington. The workload is increasing, and the estimate 
includes funds for six additional technical and eight additional cleri- 
cal employees for the Washington office. No cha ange is proposed in 
the relatively small field staff. 

The agency received 140 proposals for small business investment 
company licenses during the period December 1958—December 1959, 
and 61 companies have been licensed. Of the 140 proposals, 48 were 
received in the first 6 months of fiscal year 1960, and it is estimated 
that 100 will be received in the entire fiscal year. Thirty-seven of the 
licensed companies have required subordinated debentures to meet the 
minimum capital requirements of $300,000. The remaining 24 have 
been licensed with initial capital ranging from the minimum to $2.5 
million. Subsequently, some of the companies have increased their 
private capital in varying amounts, the largest of which has reached 
approximately $16 million. 

Mr. Preston. Where is that one? 

Mr. McCatium. That is the Electronics Capital Corp. in Boston. 

Mr. Reap. It is licensed in Massachusetts, and is operating in 
California. 

Mr. McCatium. As more small business investment companies are 
licensed and show profitable development, it is expected that the num- 
ber of proposals received by the agency will increase. We estimate 
the agency will receive 120 proposals i in fiscal year 1961. 

Mr. Read, would you like to explain the chart here on the invest- 
ment companies to the committee ? 

Mr. Reap. Mr. Chairman, this is a chart of small business invest- 
ment companies which are licensed by SBA. It is a monthly chart 
which is cumulative. The top figure here is the total applications re- 
ceived through the end of the month. In December 1958, there were 
only 9 proposals and at the end of December 1959, there were a 
total of 140, which is the figure in Mr. McCallum’s statement. 
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Going from the bottom here, the solid red figure is the number of 
companies that were licensed. At the end of December there were 
61, and as we said, 68 today. A total of 44 more, as of the end of the 
year, have been told that their proposals are in order and they may 
proceed to organize. 

Another 11 companies here have been told that they should amend 
their applications in certain respects and 6 proposals either were with- 
drawn or rejected. There were at the end of the year 18 proposals 
in Washington under the initial review. 

This [indicating] is the initial capital of the proponents. In other 
words, if every proposal that was submitted to us were licensed, the 
total amount of capital involved would have been up to $62.7 million, 
of which $13.3 million would be represented by an application for 
Government funds. 

This [indicating] is the financial chart of companies that are ac- 
tually licensed, and it includes not only the initial capital but the 
capital raised by subsequent sales of securities. As you can see, this 
program jumped in the month of July when the Electronics Capital 
Corp. increased their capital by $16 million. 

This figure here of $5.5 million represents the total amount of 
Government money committed in the capital of licensees, and of this 
amount, this amount [indicating] had been disbursed. That is just 
a disbursement figure, and this [indicating] is a commitment figure. 
This [indicating] is the total capital figure of licensees at the end of 
December of just under $40 million and this bright blue column here 
is one-half the distance of the total column and represents the de- 
mand that the licensed companies may make on the Federal Govern- 
ment for further financial assistance. 

Mr. McCativm. Thank you. 

Mr. Micueu. By the way of information is there a prescribed area 
limitation in which these investment firms are operating, or must 
operate ? 

Mr. McCattum. These companies, when they submit their proposal, 
designate the area in which they intend to operate. 

Mr. Micuet. So#this large one up in the Boston area operates in 
that area? 

Mr. McCatium. No; it has designated its territory, I believe, as 
the State of Massachusetts, and also California. 

Mr. Reap. And New York. 

Mr. McCatium. An increase in section 501 loans to State develop- 

ment, companies and section 502 loans to State and local development 
companies is estimated due to the tightening money market and the 
resulting increase in private interest rates. “The Small Business Ad- 
ministration interest rates for sections 501 and 502 loans are 5 and 
514 percent, respectively, as compared with significantly higher rates 
from private sources. 

A second reason for the anticipated increase in section 502 loans will 
be the wide dissemination of information on the opportunities open 
to local development, companies through this program. There are 
approximately 3,000 local development companies in the Nation and 
we are contacting each one to provide published material, including 
a Small Business Administration pamphlet, and other information 
on the program. Also, several States are enacting legislation to en- 
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able State development companies chartered under their laws to par- 
ticipate in the section 501 lending program. 

In the last half of fiscal year 1959, 1 loan was approved under see- 
tion 501 and 14 were approved under section 502. For 1960, the esti- 
mates are 10 and 45 respectively; and for 1961, the estimates are 17 
and 90, 

By the end of fiscal year year 1961, it is estimated that almost 400 
loans and subordinated debentures will require servicing and nearly 
300 licensees will be subject to examination. ; 

In a recent survey conducted by the agency of the 57 then licensed 
small business investment companies, it was found that there is a 
wide diversity of business represented by small business concerns 
applying for financing from the licensed companies. Prominent 
among such kinds of small business concerns were retail grocers, 
automobile dealers, furniture stores, drug stores, service stations, 
laundries, restaurants, and various manufacturing concerns such as 
electronic companies, metal fabricators, die casting companies, gar- 
ment manufacturers, and machine shops. Total funds lent and com- 
mitted by the small business investment companies as of December 
24, 1959, amounted to $10.8 million involvi ing approxim: itely 180 small 
business concerns. Of the total, approximately $6.5 million was in- 
vested and committed in the form of convertible debentures. The 
remaining $4.3 million was invested and committed in long-term 
loans. Applications pending with these licensed small business in- 
vestment companies totaled approximately $19 million from 626 small 
business concerns. 

Mr. Presron. Right there, | think we need a question to clarify 
this: 

Of the total of $10.8 million, approximately $6.5 million was in- 
vested in the form of convertible debentures ¢ 

Mr. McCatium. Yes, sir. 

Mr. Preston. What do you mean by that ? 

Mr. McCatium. Under the statute small business investment com- 
panies can invest by two routes. One, they can acquire the convertible 
debentures of the small business concern or, second, they can make 
long-term loans to them, and this is the so-called equity route for 
investment, the convertible debentures. 

Mr. Preston. That is not the healthiest way, is it, to serve small 
business ¢ 

The companies that are large enough to issue debentures are usually 
larger than what we think of in terms of small business, 

What is the criteria now for small business when it comes to invest- 
ing in convertible debentures ? 

Mr. McCatium. Well, in the investment program we have a differ- 
ent size concept. Do you have that size standard available here? 

Mr. Reap. I do not have it in writing here but, primarily, they are 
small in their ability to obtain capital and the criteria applies to that. 

The criteria takes into account their earnings, their total assets, 
and the fact that they have not raised capital of more than a stated 
amount within the last 3 years. 

If they have not done any or all of those, they are considered small 
when it comes to eligibility for financing by the investment program. 

Mr. Preston. That could mean a company with 2,000 employees 
or it could mean one with 500 employees: could it not ? 
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Mr. Reap. It could, I believe. 

Mr. Preston. There is no limitation on the number of employees 
it might have. ‘The financial structure seems to be the guide rather 
than the number of employees. 

Mr. Reap. The financial size of the company is the governing 
criteria. 

Mr. McCauium. This size standard was developed, Mr. Preston, 
along the lines of the concept of the statute, that there was a gap in 
financing, in equity financing, and long-term financing for small busi- 
ness concerns, and this definition is directed to enable companies 
which were in the gap to obtain finances, under this program. 

Mr. Preston. These are companies that. SBA cannot lend to in the 
main; are they not? 

Mr. McCatium. Yes, sir; some of them would be. 

Mr. Preston. Well, the majority of them would be; would they not? 

Mr. McCattum. No; I do not think so. 

Mr. Preston. Do you still have the 500 employees criteria? 

Mr. McCauium. Well, in our regular business loan program we 
have an industry size standard, and it varies from 250 up to 1,000 
employees. In the procurement program the basic standard is 500 
employees, but a firm can apply to us for a size certificate and it may 
receive assistance, up to 1,000 employees if SBA certified that com- 
pany as being small. The size standards are developed for the differ- 
ent objectives in the various programs which we have. 

Mr. Preston. Well, you are moving more and more toward another 
Reconstruction Finance Corporation. 

Mr. McCatium. No, sir. We try to provide some flexibility in our 
size standards, but I think I am correct in this—in no case have we 
exceeded the figure of 1,000 employees. 

Is that true, Mr. Abels? 

Mr. Apes. That is right. 

Mr. Preston. Somewhere along the line we want to get some testi- 
mony in here about the size companies that the majority of your loans 
have been made to, but we will not do that at this point. We will 
go along with your statement. 

Mr. McCauium. All right, sir. 

Mr. Preston. I do not want to see the real small businessman neg- 
lected to the advantage of the medium-sized businessman. 

Mr. McCatium. Neither do we, sir, and we are very conscious of 
this problem, and it is a problem, and we are working with it every 
day. We are trying to develop realistic size standards for each of 
our programs. 

(Nore.—The following was submitted for the record : The definition 
of a small business concern as contained in the SBA regulations cov- 
ering the Small Business Investment Act is as follows :) 

Small business concern.— ‘Small business concern” means one which is inde- 
pendently owned and operated and not dominant in its field of Operation. A 
parent company must be considered together with all of its affiliates in deter- 
mining its eligibility as a small business concern. If a concern is a wholly 
owned subsidiary of another concern or is under the control or the potential 
control of another concern other than a small business investment company, it 
shall be considered an affiliate and a concern may be an affiliate of another 
concern if both are owned or controlled by a third party other than a small 
business investment company. On a prima facie basis, a concern shall not 
be considered small if its stock is traded on an exchange, whether the exchange 
is registered with the Securities and Exchange Commission or is exempt. On 
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a prima facie basis, a firm shall not be considered as small if its stock has 


an over-the-counter market. Private sales made without a broker-dealer as | 


an intermediary will not be considered sales constituting a public market, 
A concern shall not be considered small if it has at any time within the 
past 3 years sold its securities through a public offering, whether or not reg- 
istered under the rules and requirements of the Federal Securities and Ex- 
change Commission for gross proceeds in excess of $300,000. .A concern which 
has no stock, such as a partnership or proprietorship, or a corporation, the 
stock of which is not traded on an exchange or over the counter, shall not be 
considered as small if its total assets together with all of its affiliates amount 
to over $5 million, or if its total income after taxes, together with all of its 
affiliates, has averaged over $150,000 per annum during the past preceding 3 
years as reported to the Internal Revenue Service. A concern which claims 
that it is small, notwithstanding the foregoing provisions, may apply to the 
Small Business Administration, using SBA Form 355, for certification as a small 
business concern. Even though its stock has been sold through broker-dealers, 
a company may submit data as to the number of transactions, the number of 
shares sold and the number of shares transferred without consideration to 
support its claim that its stock does not have an over-the-counter market. Upon 
certification, a concern shall have the status of a small business concern for 
the purposes of the act and this part. 
Mr. Presron. All right. 
Mr. McCallum. 


FINANCIAL ASSISTANCE 


The demand for business loans has increased substantially each 
year since fiscal year 1954, the first year in which applications for 
loans were accepted. During that year 2,289 applications were re- 
ceived and 473 loans totaling $27.7 million were approved. In fiscal 
year 1959, nearly 5 times as many, or 10,213, applications were filed 
and almost 10 times as many loans, or 5,582, for $267 million were 
approved. During the first half of fiscal year 1960, 4,002 applica- 
tions were filed and 1,579 loans for $69.5 million were approved. This 
rate is under the 1959 level. It is our belief, however, that uncertain 
economic conditions resulting from the steel strike contributed to the 
lesser number of applications in the first 6 months of the current fiscal 
year. In December, 654 applications were filed as compared with 
637 in October and 601 in November. With the settlement of the steel 
strike, it is anticipated that this upward trend will continue for the 
balance of the fiscal year. 

The budget estimate for 1961 is predicated on a loan application 
level of 15,200, or 1,100 per month. While it is difficult to predict 
the level of applications almost a year in advance, there are several 
factors which indicate that at least this number will be filed. These 
factors are— 

1. New demands for small! business credit, which cannot always 
be met by established financial institutions, increase the number 
of inquiries and applications. 

2. Increases in the discount rate throughout the Federal Re- 
serve System tend to restrict lending funds. 

3. Banks are rapidly reaching their maximum lending level 
which indicates that it will become more difficult for small busi- 
nesses to obtain funds through private banking channels in the 
next 12 months. 

4. The decentralization of programs results in local citizens 
becoming more intimately and personally acquainted with our 
operations and services. 
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Our loan administration workload will continue to grow until we 
reach a point where loans are being paid off as rapidly as new loans 
are disbursed. It is estimated that by the end of fiscal year 1961 
almost 20,000 business loans and about 7,000 disaster loans in a total 
amount of $680 million will be outstanding. 

In line with the policy of maintaining close supervision of loans, the 
agency’s loan servicing examiners— 

1. Carefully analyze the repayment records of borrowers so 
that preventative measures can be taken if necessary to forestall 
loan delinquencies ; 

. Provide borrowers with counseling on matters affecting the 
oper ration of their businesses ; 

3. Visit borrowers’ businesses to inspect plant operations, facil- 
ities, and equipment; and 

Analyze borrowers’ financial statements and business records. 

We have managed to hold delinquencies down with this policy. 
Through December 31, 1959, chargeofts have been recorded on only 142 
business loans with a total loss of $1,876,505. In addition, it was esti- 
mated as of that date that probable losses of $4,717,000 would be in- 
curred in connection with 484 loans in liquidation and 419 loans delin- 
quent over 60 days. This makes a total of $6,093,505 of actual and 
estimated losses, about 1 percent of the SBA share of loans disbursed. 

The budget estimate recommends the continuation of the 10 percent 
contingency reserve for handling business loan workload which may 
be in excess of the budgeted level. This authori ity was first provided 
in 1959 and continued for 1960. A request for use of the funds from 
the reserve was not made in 1959 and will not be made in 1960 unless it 
becomes absolutely essential to meet nonbudgeted workload increases. 
Since slight shifts in economic conditions influence substantially the 
number of business loan applications that may be filed in 1961, it is 
essential that a ready source of administrative funds be available to 
prevent the accumulation of backlogs which could result in hardships 
on borrowers needing funds for the operation of their businesses. 

Because of the unpredict: able nature of the disaster program, it is not 
feasible to attempt to estimate fund requirements in advance. The 

PURIST Act for 1960 provides authority to transfer additional 

funds not exceeding $500,000 from the revolving fund to salaries and 
expenses to finance administrative expenses incurred in the making of 
new disaster loans. A continuation of this authority is included for 
the fiseal year 1961. 


LIQUIDATION OF RFC LOANS 


The budget estimate for this activity is $675,000, a decrease of 
$75,000 from 1960. These administrative expenses are financed from 
loan receipts. 

As of June 30, 1959, there were 1,374 disaster loans amounting to 
83.7 million. These figures represent a reduction of 1,856 loans and 
$11.1 million from those taken over July 1, 1954. In addition, pur- 
suant to Reorganization Plan No. 1 of 1957, RFC business loans 
amounting to more than $14 million were transferred to SBA for 
liquidation. As of June 30, 1959, there were 265 loans outstanding 
amounting to $4.4 million. In 1961, the number of both types out- 
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standing are estimated to be 1,250 with 400 in “delinquent” or “liquida- 
tion” status which are time consuming and costly to handle. 

Would you like to see the charts on our financial assistance program, 
sir? 

Mr. Presron. Thank you, but time will not permit it this afternoon, 
Mr. McCallum. 

Mr. McCatium. All right, s 


REVOLVING FUND 


Our appropriation request includes $60 million for additional capi- 
tal for the fund, increasing the total available to $750 million. This 
fund finances the business and disaster loan programs under the Small 
Business Act, and the program of investment and development com- 
pany assistance (exclusive of administrative expenses therefor) under 
the Small Business Investment Act. 

It. is anticipated that business loans to be approved during the fiscal 
year will amount to approximately $284 million and disaster loans $14 
million. Probable cancellations ‘and adjustments for deferred par- 
ticipation business loans—to reflect a net commitment of 20 percent 
of such loans—will approximate $61 million, while collections of prin- 
cipal and interest income will total over $152 million. After allowing 
for interest and administrative expenses and for other miscellaneous 
income and expense adjustments, the net impact on the fund for these 
lending programs is estimated to total $120 million. 

Commitments for purchase of subordinated debentures of small 
business investment companies, for loans to such companies, and for 
loans to State and local development companies are estimated at $30 
million. Estimated repayments on such loans and investments and 
interest income thereon will amount to about $2.4 million, while 
interest expense on the funds disbursed will be $1.3 million. 

The combined impact for the two programs involved is estimated, 
therefore, to amount to approximately $149 million. <A carryover of 
approximately $114 million is estimated to be available at the close 
of the current fiscal year which, coupled with the appropriation request 
of $60 million, will provide a total of $174 million to finance these 
programs and provide a reserve of approximately $25 million. 

The revolving fund loss for fiscal year 1959 was $5.2 million and the 
cumulative deficit as of June 30, 1959, was $26.2 million. The esti- 
mated loss for fiseal years 1960 and 1961 is $11.5 and $12.6 million, 
respectively. In appraising the actual and estimated losses resulting 
from the revolving fund lending activities, several factors must be 
borne in mind: 

A a of the deficit is attributable to the disaster loan pro- 
gram. By law the agency is restricted to charging a maximum interest 
rate of 3 percent on disaster loans. On the funds disbursed for such 
loans, interest is being paid to the Treasury Department in 1960 at 43% 
percent (in 1958 it was 334 percent and in 1959 it was 23@ percent). At 
the current year rate, there is a deficit of 134 percent. Obviously, the 
disaster loan program cannot be a profit-produci ing activity. 

With respect to business loans, the current interest expense rate 
of : 13, percent leaves a margin of only about 114 percent to cover the 
costs of processing new applications, closing ‘and disbursing new 
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loans, and allowance for losses on such new loans, the cost of servicing 
ul outstanding loans, pro rata share of overhead, and the rendering 
of financial counseling assistance to small-business firms. 

As a Government agency charged with the responsibility for pro- 
viding financial assistance to small firms which cannot otherwise 
obtain financing, the agency is in effect required to provide services 
which are gre: iter than those customar ily furnished in the granting of 
credit. Financial counseling is extended to applicants and borrowers 
to help them with their management problems. In many instances, 
as a result of the agency’s efforts, banks which or iginally declined the 
applications subsequently agree tomake the loans. In other instances, 
applicants are assisted in solving their problems through other means 
than loans. These and similar activities are of real benefit to small 
businesses and are definitely contemplated by the Congress to be per- 
formed, but do not result in income-producing assets to offset the costs 
pees to the revolving fund. 

In contrast to a private financing institution, the Small Business 
Ac ot ation is required to accept and process all applications of- 
fered to it even though on cursory review many applications do not 
appear to present any ‘basis fora loan. In the case of these and other 
declined applications, the agency expends equal if not greater efforts 
than on approved loans in an attempt to find a basis for a loan or to 
offer tangible solutions to the applicant’s financial problems. During 
the last, fiscal year, - percent of the applications processed have been 
approved. Thus, 43 percent of the cases required the expenditure 
of administrative flew funds for processing but did not result in 
an renee producing asset. 

Further, in accepting applications, SBA is not dealing with 
*e sclaiiaiien™ as is a bank in most cases, and, accordingly does not have 
the benefit of background data accumulated over a period of years. 
Thus, it is necessary for the agency to assemble a complete “credit 
record” to permit the required review essential in the lending of tax- 
payers’ funds. This obviously requires increased efforts and costs 
over the average for private financing institutions. For example, 
many of the applic ants are from localities remote from the SBA office 
thereby 1 requiring travel on the part of the SBA employee processing 
the application and of the appraiser sent to inspect and evaluate the 
collateral. 

The business loans aproved to date have averaged about $40,000 
for the SBA share. It is probably as difficult and costly to process, 
close, and service loans of this size as it would be to handle loans 
averaging three to four times this size and producing a correspond- 
ingly larger income. 

[ sincerely appreciate the opportunity to appear before this com- 
mittee, and I shall be glad to answer questions or supply such addi- 
tional information as the members may desire. 

Mr. Preston. Mr. McCallum, I think you have made a very com- 
prehensive and informative statement. You have certainly answered 
many questions that would have been otherwise asked, by giving 
detailed information in your statement. 

Off the record. 

(Discussion off the record. ) 








SALARIES AND EXPENSES 


Program and financing 





1959 actual | 1960 estimate 1961 estimate 


| 
Program by activities 
1. Procurement and t:chnical assistance ‘ tli 
2. Management and research assistance 
3. Investment and development company assistance and 


$2, 513, 117 


289, 856 | 


supervision cls ne eat heksnaet aback weir prebeiatiate te teeta 697, 058 
4. Financial assistance x 10, 288, 868 
5. Liquidation of Reconstruction Finance Corporation | | 
loans ; ; ae 841, 949 
6. Contingency. 
! 
rotal obligations a __| 14,630, 848 | 
Financing | 
Advances and reimbursements from other accounts 
Revolving fund ; ; —10, 288, 868 | 
Reconstruction Finance Corporation liquidation fund —841, 949 | 
Unobligated balance no longer available a 224, 969 
Appropriation (new obligational authority) J , 725, 000 
| ! 


Object classification 





1959 actual 


Total number of permanent positions- 2,174 
Full-time equivalent of all other positions 23 | 
Average number of all employees 1,714 
Number of employees at end of year 2, 000 
Average GS grade and salary 8.1 $6 





01 Personal services: | 
Permanent positions_. $11, 264, 301 | 
Positions other than permanent... 87, 633 
Other personal services - -- 241, 370 

} 
Total personal services-- 3, 304 | 

02 Travel 799 | 

03 Transportation of things-. 5 " 26, 228 

04 Communication services 366, 142 | 

05 Rents and utility services... 229, 778 

06 Printing and reproduction -. = 131, 618 

07 Other contractual services 231,119 

Services performed by other agencies 157, 611 

08 Supplies and materials... 164, 930 

09 Equipment. 357, 459 

11 Grants, subsidies, and contributions - 645, 111 

13 Refunds, awards, and indemnities-_- 2, 990 

15 Taxes and assessments... 22, 759 

Undistributed S 

Total obligations--_-- 14, 630, 848 


5, 587 | 8.1 


$3, 120, 000 
600, 000 


5, 500 


—14, 655, 500 


—7FO, 


4, 940, 000 


000 | 
, 000 | 


000 | 
500 | 


000 | 
100, 000 | 


1960 estimate 








j 


2, 419 | 


16 
2, 212 
2, 375 


$14, 785, 


$6, 582 


300 


50, 000 | 


177, 700 
15, 013, 000 
1, 178, 
40, 000 
480, 000 
43, 000 
165, 000 
249, 000 
160, 000 
192, 000 
290, 000 
930, 000 


——~ 


000 | 


5, 000 | 
25, 000 | 


1, 480, 500 


20, 245, 500 


$e 


co 


, 600, 000 
850, 000 


, 275, 000 
16, 000, 000 


675, 000 
, 778, 000 


to 
- 


. 178, 000 


—1%7, 


778, 000 


— 675, 000 





1961 estimate 


2, 968 
10 


$17, 294, 000 
40, 000 
140, 000 


17, 474, 000 


1, 645, 000 
48, 000 
582, 000 
45, 000 
213, 000 
488, 000 
184, 000 
231, 000 
328, 000 
1, 130, 000 
5, 000 

27, 000 

1, 778, 000 


Mr. Preston. At this point in the record we shall insert pages 6 


through 8 and 10 and 11 of the justifications. 
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Summary of personal services 
































| 1960 estimate 196lestimate | Difference 
Ate Num- |} Amount Num- Amount Num- | Amount 
. | ber |} ber } } ber | 
. --—-— = Beet Ya ea pono oe —— . - - fF PPro es ——— 
Washington | a a ee ¥ | 
Administrator. -.--- . caaa irhseon 16 $147, 950 16 S167, SE ish sss teasebesencne 
Economie adviser setae nearest 12 | 99, 530 | 12 ee 
“4 General counsel_- aeawa : 56 | 436, 515 | 56| 436,515 |.....---|_-- aad 
m Information... 12| 109, 095 12 MOG OE BicEs Fis occa 
on Management and research assist- | | - ’ oat | bs 
on ORIN, wn tease 29 | 224, 185 31 238, 115 2 | $13, 930 
Deputy Administrator for Fins uncial. | 
any Assistance _. cahabe lames 9 | 82,910 | 9 OOD (oi ela, 
Financial assistance- -- ---| 44 | 365, 400 | 47 389, 220 | 3 23, 820 
Deputy Administrator for Procure- | i ie 
Onn ment and Technical Assistance - - -- 5 | 55, 000 5 55, 000 |-- pss nowsoowanece 
Ou Procurement and technical assist- | | = , - - anit 
ance. . 5 a 54 | 470, 065 55 479, 955 1 | 9, 890 
Deputy Administrator for Invest- } 
ony ment erecta a 4} 39, 400 4 | 39, 400 CP ee = 
Investment Division.....__--_---- 44 | 365, 735 58 | 435, 830 14 70, 095 
= Deputy Administrator for Adminis- 
tration.._. e 2 | 23, 585 2 23, 585 |- pnalaaescccssnes 
Controller (including centralized } | 
loan accounting and statistics) -_| 136 | 749, 270 142 774, 080 | 6 24, 810 
— | Organization and management | | 
(including administrative serv- | 
Ate ices). ..- 5 ae ea 80 | 404, 925 80 404, 925 |.-.-- cate ee aeilbnind 
ood Program analysis. 43 8 76, 600 8 | 10; COO) ees sins leadenws~scee 
5 Personnel (ineluding se security and | | | | 
968 investigations) __ saaageiagell 32 | 206,395 oo) DA 
10 i a > ell sialic ieee tds iin) athoeemenanttiineapedlensaibenntedimenapannnets 
foo Total permanent, Washing- | | 
900 WM. < cccis al 543 | 3,856, 560 569 | 3,999, 105 | 26 142, 545 
reid | 
Regional director_ 15 | 212, 850 15 212, 850 [n<eenae- ad Sllibaienstreateral 
Deputy director sae 2 12 | 134, 795 | 12 a ee eo eet 
000 Clerk-stenographer. . ._- eee oe 27 | 128, 800 27 128, 800 ete soamen —_ 
DOO Branch manager- --- dewalt 39 | 430, 735 40 440, 625 | 1 |} 9, 890 
DOO Clerk- -stenographer. - Giabceudeat 39 | 169, 100 40 172, 855 | 1 | 3,7 
- Financial Assistance Division 
JOY Financial specialist/loan examiner- | 550 | 4, 272,015 779 229 830, 415 
000 Disaster loan specialist | 6 | 53, 340 6 | = 
00 Stenographie and clerical | 347] 1,412,310) 515! |} 168 | 622, 430 
WU Procurement and Technical Assistance | 
O00 Division: 
vw) Production or industrial specialist_| 145 | 1, 382,875 159 | 1, 502, 095 | 14 | 119, 220 
O00 Loan appraisers 61 | 534, 780 67 578, 000 6 | 43, 220 
DOO Stenographic and clerical 124 517, 635 139 573, 750 15 56, 115 
Wo Investment Division | | 
000 Financial specialist and examiners 20 228, 985 20 228 O85 | 
vO Stenographic and clerical | 15 64, 270 15 64, 270 
000 Management and Research Assistance 
DY) Division: 
Ww | Management and research special- | 
- ist 15 148, 350 15 148, 350 | 
Wy) Stenographic and clerical ___-| | 15 60, 600 15 | 60, 600 
a Regional Counsel | | 
Attorney 87 | 753, 615 95 821, 035 8 | 67, 420 
¢ Clerical and stenographie inelud- 
P ing Miscellaneous documents | 
examiner | 148 617, 105 160 663, 875 12 | 46, 770 
Administrative staff 
Administrative officer | 15 113, 110 15 113, 110 
Fiscal clerk 60 267, 570 70 305, 975 10 38, 405 
Mail clerks, file clerks, messen- | 
gers, duplicating equipment | | 
} operators, administrative clerks, j 
ete | 137 564, 700 | 177 701, 825 40 | 137, 125 
Field auditors 14 | 104, 700 18 132, 030 4 | 27, 330 
Total permanent, field | 1, 876 | 12,111,640 | 2,399 | 14,174,335 523 3 | 2, 062, 695 
Total permanent, Washington and | | 
WOME: bch zncicbsrate see ee | 2,419 | 15,968,200 | 2,968 | 18, 173,440 549 | 2,205,240 
Deduct lapse. cass pe one eee aoe 207 1, 182, 900 213 | 879, 440 6 +908, 460 
= a Td si a 4 es 
Net permanent, Washington and 
s Sa alae aaa _...-| 2,212 | 14,785,300 | 2,755 | 17,204,000} 543 | 2,508, 700 
Positions other than perm: I 5S re, Gane i a — 10,000 
Other personal services _...........------- eRe: 177, 700 |..... cl) (7960 OO kK | 37, 700 
Total, personal services........-.--- Pe dteesan | 15,013, 000 | ..-| 17,474, 000 |_....- .| 2,461, 000 

















Statement relating estimated fund requirements to current requirements— 


salaries and erpenses 
1960 appropriation and authorized transfers : Authorized 
emilar nroewsing. 03.2. oo acc scee * $18, 615, 000 


Contingency transfer from revolving fund for 
possible business loan workload in excess of 





[poo teideat eshmete: oo osc se oe 1, 480, 500 
Transfer from revolving fund for 1960 disaster 
loan making______-- se accep eS Gite ba aiiss ot arama 150, 000 
RUN a i a peo 20, 245, 500 
Deductions: 
Decrease in RFC liquidation costs__.-_._---~- $75, 000 
Elimination of the estimate of new disaster loan 
AY TIN ee oS cg) ck owen 150, 000 
RENIN Soe ee ae ee 225. 000 


Additions : 
Increased workload on production assistance and 
certificates of competency, full year’s operation 
under property sales assistance and research 
and development programs, and expansion of 
PeRiene een RINIOR ee ee ee es 480, 000 
Annualization of staff increases approved in fiscal 
year 1960 for management and research, and 


strengthening of field and Washington staff____ 100, 000 
EI SII NIE IR Ue ee 150, 000 


Increased workload under the Small Business In- 
vestment Act particularly examination of com- 


panies and servicing of loans and debentures___ 155, 000 
Increased number of loans to be processed, closed, 
and administered ___- et teas my a) Oe 
Contingency transfer for possible business loan 
program increases over the budget estimate_ 297, 500 
RUtOES ee ee i sacakeitis re 4, 157, 500 
Total estimate for 1961__________ Bs is csemecs 24, 178. 000 


1 Excludes $350,000 reserved by apportionment. 


Analysis by activities 


1960 Decrease Increase | 1961 
1. Procurement and technical assistance - .| $3, 120, 000 : $480, 000 $3, 600, 000 
2. Management and research assistance 600, 000 | 250, 000 | 850, 000 
3. Investment and development company assistance 1, 120, 000 155, 000 1, 275, 000 
4. Financial assistance: } 
(a) Current estimate_- 13, 025, 000 | | 2.975, 000 16, 000, 000 
(5) Contingency for possible workload increases | 
ibove current business loan estimate 1, 480, 500 5 297, 500 1, 778, OW 
(c) Transfer for new disaster loan making 150, 000 $150, 000 | 
5. Liquidation of RFC loans F 750, 000 75, 000 7 675, 000 
Total... 20, 245, 500 225,000 | 4,157,500 | 24, 175, 000 


1 Appropriation Act limits the total to $500,000. 
Mr. Preston. Mr. Rooney, do you have any questions ¢ 
INCREASE IN PERSONNEL 
Mr. Rooney. How many new employees do you seek overall / 
Mr. McCatitum. Approximately 549, sir. 


Mr. Roonry. I am looking at page 4 of the justifications, which in- 
dicate you would have on the payroll at the end of the coming fiscal 
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year, 2,900 as compared with 2,000, as of last June 30. Do I under- 
stand these figures correctly 4 

Mr. Hanna. That is correct. 

Mr. Rooney. This would mean an increase, taking the number of 
employees at the end-of-the-year figures as shown on page 4, from 
9.315 to 2,900; is that right ? 

Mr. Hanna. Yes, sir. 


ECONOMIC EFFECT OF “FAIR TRADE” ON SMALL BUSINESS 


Mr. Rooney. At page 5 of your statement, Mr. McCallum, you re- 
fer to an item in this budget of $150,000 for research contracts and 
you give as an example of a topic worthy of special study in this 
manner the economic effect of “fair trade” on smal] business. 

Would you tell us about that ¢ 

Mr. McCatium. This is a subject on which there seems to be dis- 
agreement as to whether small business fares better in non-fair-traded 
areas or In fair-traded areas. 

Mr. Rooney. Would this study be confined to comparing areas and 
the result of fair-trade laws? 

Mr. McCauium. Yes. I think it would be a comparison of fair- 
trade and non-fair-traded areas and comparative factors, comparative 
rates of profit, inventory turnover, matters of this kind would enter 
into the study to determine how small business fared under a fair- 
traded area and one in which fair trade did not exist. 

Mr. Rooney. Have you done anything with regard to this up to 
now ¢ 

Mr. McCatitum. No, sir. We have made no study on this. 

Mr. Roonry. How would this work out? Who would make the 
study 4 

Mr. McCattum. This would be done, sir. under contract with a 
private coneern. 

Mr. Rooney. With whom? 

Mr. McCattum. Well, we haven't- 

Mr. Rooney. Let’s confine ourselves to this fair-trade question. 
With whom would this contract be made and how long would it take 
to finish it? 

Mr. McCatium. Dr. White, who is director of our management re- 
search program, and who has been following this matter somewhat 
indicates that it would take probably about a year and a half to 
complete such a study, and I think we would contract with either an 
educational institution or a private concern to perform the work on 
these studies. 

Mr. Roonry. There is legislation pending up here on the Hill, 
there not, with regard to this ver vy subject ? 

Mr. McCatium. Yes, sir. 

Mr. Roonry. And there has been quite a bit of activity with regard 
tothat legislation, pro and con. 

Mr. McCatium. That is one of the problems, sir. There is a great 
deal of diversity of opinion. 

Mr. Rooney. If the Congress were to take action with regard to the 
subject in the present session, this exploration of yours would become 
purely academic, would it not ? 
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Mr. McCauium. Well, if they passed a statute, I presume it might 
become academic ; yes, sir. 


GRANTS FOR RESEARCH AND MANAGEMENT COUNSELING 


Mr. Rooney. With regard to these grants for research and man- 
agement counseling, the money for which has been rescinded, what 
have you done in your grant program in the current fiscal year? 

Mr. McCatium. We have for the year 1960, 150 grant proposals 
that have been submitted to us. 

Mr. Rooney. Totaling $2,080,000, as shown at page 94 of these 
justifications 2 

Mr. McCatium. No; the grants have not been made yet, but in 
anticipation that 52 such projects will be approved, this is the figure 
which would be required to finance those projects. 

Mr. Rooney. This is quite a bit of work, is it not ? 

Mr. McCatuivum. Yes, sir. 

Mr. Rooney. And last year you had quite a bit of work with regard 
to these grants, did you not? 

You had how many ¢ 

Mr. McCattivum. Fifty-two. 

Mr. Rooney. In fiscal year 1959? 

Dr. Wurre. That is right. 

Mr. Rooney. How many people did you have working on them! 

Dr. Wurre. We have five professional people and three clerical. 

Mr. Roonry. That is the extent of the staff? 

Dr. Wurre. That is correct. 

Mr. Rooney. Where are they shown in these justifications as being 
deducted from your staff ? 

Mr. McCatium. They are not deducted for 1960. 

Mr. Roonry. You will continue these five professional people and 
three others into the next year, although you do not have any pro- 
gram ? 

Mr. McCatium. Yes, but these studies are being performed, sir, 
and the results will be coming in. The studies will have to be analyzed 
and digested, and summaries completed and written in order that the 
results of the program may be properly disseminated. 

Mr. Rooney. Have you had results on the 1959 program of grants 
during the current year ? 

Mr. McCatium. No, sir. They are just beginning to come in, I 
think. 

Mr. Roonry. Have you had any results as a result of the grant 
program up to now ¢ 

Dr. Wuirer. There has been nothing submitted, sir. They just 
started work, of course. The grants were made in June of last year 
and they started work during the summer or e: rly fall. It is too early 
yet tosee any of the reports. 

Mr. Rooney. This program did not start until last fiscal year? 

Dr. Wuire. That is correct. 

Mr. Roonry. Not previously ? 

Dr. Wutre. No, sir. 





. 





ht 


Se 


in 
ire 


= 
S 


de 


id 


Ir, 
ad] 
he 


nt 


ar 


ly 


727 


Mr. Roonry. Will you please insert at this point in the record a 


statement with regard to the grants that have been executed indicat- 
ing the subject matter of the research, the agency or institution mak- 


in 


he 


4, 


g it, and the amount of cost involved? Do you have that with you? 
Mr. McCatium. We have it right here. 

Dr. Wuire. I do not believe the amounts involved are on there, 
ywever, they can be added to the list. 

(The information referred to is as follows :) 


SMALL BUSINESS ADMINISTRATION GRANTEES, 1959 
SMALL BUSINESS RESEARCH GRANT PROGRAM 


. Alabama: 
Grantee: University of Alabama, University, Ala. 
Project director: Paul W. Paustian. 
Amount: $40,000. 
Title: The structure of small business in Alabama. 
. Alaska: 

Grantee: University of Alaska, College, Alaska. 

Project director: Vernon R. Kiely. 

Amount: $28,873. 

Title: Wholesale-retail functions and warehouse facilities in Fairbanks 
and Anchorage, Alaska: The development and possibilities for ex- 
pansion. 

Arizona: 

Grantee: Arizona State University, Tempe, Ariz. 

Participating institutions: 

Arizona State University, Tempe, Ariz. 
University of Arizona, Tucson, Ariz. 

Arizona State College, Flagstaff, Ariz. 

Phoenix College, Phoenix, Ariz. 

Eastern Arizona Junior College, Thatcher, Ariz. 

Project director: William A. Nielander. 

Amount: $38,860. 

Title: Patterns of success for selected small businesses in Arizona. 

Arkansas: 

Grantee: University of Arkansas, Little Rock, Ark. 

Project director: John M. Peterson. 

Amount: $40,000. 

Title: 

Marketing prospects of independent poultry processors. 
Economic problems of Arkansas sawmills. 

Management staffing needs in sawmills. 

3usiness budgeting for independent department stores. 


o. California: 


Grantee: San Diego State College, San Diego, Calif. 

Project director: Charles W. Lamden. 

Amount: $40,000. 

Title: A study of the problems of small electronics manufacturing com- 
panies in southern California. 


6. Colorado: 


Grantee: University of Colorado, Boulder, Colo. 

Participating institution: University of Denver, Denver, Colo. 

Project director: L. J. Crampon. 

Amount: $40,000. 

Title: 
Informational needs and problems of small businessmen. 
Management case studies of small business operations. 
Selection and generation of new product ideas for small manufac- 

turers. 
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7. Connecticut : 
Grantee: The University of Connecticut, Storrs, Coun. 
Project director: L. J. Ackerman. 
Amount: $40,000. 
Title: 
Mortality experience of manufacturing establishments in the Hart. 
ford, Conn., economic area. 
The influence of personal factors in the selection of sites for mann- 
facturing establishments in the Hartford, Conn., economic area. 
The relocation of business and industry from urban renewal areas 
in Hartford and New Haven, Conn. 
The use and appreciation of outside assistance by small manufac- 
turing firms in the Hartford, Conn., economic area. 
Some effects of the growth of planned and controlled shopping 
centers on small retailers. 
The highway pattern as a factor in the location of small manufac- 
turing business in the Hartford, Conn., economic area. 
8. Delaware: 
Grantee : University of Delaware, Newark, Del. 
Project director: Robert L. Bull. 
Amount: $40,000. 
Title: Success factors in the management of small food wholesaling 
and retailing businesses. 
9. District of Columbia: 
Grantee: The George Washington University, Washington, D.C. 
Project director: A. M. Woodruff. 
Amount: $39,905. 
Title: The problems of launching new small enterprises. 
10. Florida : 
Grantee: Florida Development Commission, Tallahassee, Fla. 
-articipating institution: The University of Miami, Coral Gables, Fla 
Project director: William C. Shelton. 
Title: 
Popularization of small business research. 
Case studies in the south Florida construction industry. 
Amount: $40,000. 
11. Georgia: 
Grantee: Georgia Institute of Technology, Atlanta. 
Project director : Ernst W. Swanson. 
Amount : $30,705. 
Title: Identification and evaluation of operational and managerial 
problems of small manufacturers in Georgia. 
12. Hawaii: 
Grantee: University of Hawaii, Honolulu. 
Project director: Daniel M. Slate. 
Amount: $39,215. 
Title: A study of business needs in Hawaii as compared with business 
failures. 
13. Idaho: 
Grantee: Idaho State College, Pocatello. 
Project director: Frank D. Seelye. 
Amount: $7,465. 
Title: Revenue quality control for common carriers. 
14. Illinois: 
Grantee: University of Chicago, Chicago. 
Project director: Michael Gort. 
Amount: $38,211.91. 
Title: Studies in the economics of firm size. 
15. Indiana: 
Grantee: Indiana University, Bloomington. 
Project director: S. F. Otteson. 
Amount: $40,000. 
Title: Adaptation and development of management and financial con- 
trols for small business operations. 
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Iowa: 

Grantee: State University of lowa, Iowa City. 

-articipating institution: Iowa State College, Ames. 

Project director: C. Woody Thompson. 

Amount: $39,900. 

Title: An analysis of environmental and managerial factors in the 

success or failure of small manufacturing enterprises in Iowa. 

Kansas: 


Grantee: University of Kansas, Lawrence. 

Participating institution: Kansas State University, Manhattan. 

Project director: H. K. L’Ecuyer. 

Amount: $39,905. 

Title: Formation of management strategy in small business operated 
by both independent and centrally-controlled companies. 

Kentucky : 

Grantee: University of Kentucky, Lexington. 

Project director : James W. Martin. 

Amount: $40,000. 

Title: An evaluation of key decisions of small businesses, with an 

emphasis on the quantitative and economic concepts used in reaching 
those decisions. 

Louisiana : 

Grantee: Louisiana Department of Commerce and Industry, Baton 
Rouge. 

*articipating institution: Louisiana State University & Agricultural & 
Mechanical College, Baton Rouge. 

Project director: P. F. Boyer. 

Amount: $32,329. 

Title: Adaptive behavior, planning, executive selection, and training 
in small business. 

Maine: 

Grantee: Department of Economic Development, Augusta. 

Participating institutions: The University of Maine, Orono, Maine, and 
Armour Research Foundation, Chicago, Ill. 

Project director: Sulo J. Tani. 

Amount: $40,000. 

Title: 

A survey ofMaine’s potentials for economie growth. 
A study of the vacation industry in Maine. 
Sources and availability of funds to small manufacturing firms in 
Maine. 
Maryland: 

Grantee: Washington College, Chestertown. 

Project director: George Soule. 

Amount: $35,525. 

Title: The influence of vertical integration in agriculture in the Del- 
marva Peninsula on small business engaged in supply and processing, 
for agricultural products. 

Massachusetts : 
yrantee: Babson Institute, Babson Park. 

Project director: Edward Handler. 

Amount: $39,933.75. 

Title: Small business and large unions. 

Michigan : 

Grantee: The University of Michigan, Ann Arbor. 

Project director: William M. Hoad. 

Amount: $39,986. 

Title: Management characteristics of small manufacturers. 


Minnesota : 
Grantee: University of Minnesota, Minneapolis. 
Project director: Delbert Hastings. 
Amount: $40,000. 
Title: Basic planning for small business. 
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25. Mississippi: 
Grantee: Mississippi Industrial Research Center, Jackson. 
Participating institutions: University of Mississippi, University, Miss, : 
Mississippi State University, State College. 
Amount: $40,000. 
Project director: W. Paul Brann. 
Title: Industrial opportunities for small business to utilize Mississippi's 
forest resources. 
26. Missouri: 
Grantee: Missouri Division of Resources and Development, Jefferson 
City, Mo. 
Project director: Richard E. O’Brien. 
Amount: $40,000. 
Title: A study of the information-gathering techniques of the small 
businessman (manufacturing). 
27. Montana: 
Grantee: Montana State Planning Board, Helena. 
Participating institutions: Montana School of Mines, Butte; Montana 
State College, Bozeman; Northern Montana College, Havre; Montana 
State University, Missoula. 
Project director: E. O. Sowerwine, Jr. 
Amount: $40,000. 
Titles: 
Research on operating and marketing problems of small business 
enterprises engaged in lead and zine mining. 
Analysis of expansion and diversification possibilities for existing 
small metalworking shops in the State of Montana. 
An investigation of the training requirements on small business 
with regard to the educational needs of prospective employees. 
Research of small business success and failure in a natural research 
economy. 
28. Nebraska: 
Grantee: University of Nebraska, Lincoln. 
Project directors: Clifford M. Hicks and Harold F. Wise. 
Amount: $15,392. 
Title: 
Problems in the sale of an interest in a small business proprietor- 
ship as influenced by the Federal income tax laws. 
Retai! store hour survey in all of the Nebraska towns of 10,000- 
25,000 population. 
29. Nevada: 
Grantee: University of Nevada, Reno. 
Project director : Robert C. Weems, Jr. 
Amount: $32,213.30. 
Title: The extent of retail advertising as a management tool—its scope 
and importance in small business. 
30. New Hampshire: 
Grantee: New Hampshire State Planning and Development Commission, 
Concord. 
Project director: Charles L. Crangle. 
Amount: $40,000. 
Title: Problems and prospects for small business in New Hampshire. 
31. New Jersey: 
Grantee: New Jersey Department of Conservation and Economic De 
velopment, Trenton. 
Participating institutions: Rutgers University, New Brunswick ; Seton 
Hall University, South Orange; Fairleigh Dickinson University, 
Rutherford. 
Project director: Joel H. Sterns. 
Amount: $40,000. 
Title: Defining problems of small business in New Jersey. 


$2. 1 


34. | 


35. 


36. 


39. 





Q 


ag 


oS 
a 


731 


32. New Mexico: 
Grantee: University of New Mexico, Albuquerque. 
Project director: Ralph L, Edgel. 
Amount : $30,864. 
Title: An inquiry into the possibilities for expansion of food manufac- 
turing by small firms in New Mexico. 
38. New York: 
Grantee: Syracuse University, Syracuse. 
Project director : Sidney Sufrin. 
Amount: $40,000. 
Title: Financial, technical, and other relationships between small firm 
suppliers and iarge contractors. 
34. North Carolina: 
Grantee: Duke University, Durham. 
Project director: F. Hodge O’Neal. 
Amount: $39,805. 
Title: Legal aspects of small business planning. 


35. North Dakota: 

Grantee: University of North Dakota, Grand Forks. 

Participating institution: North Dakota Agricultural College, Fargo. 

Project director: R. D. Koppenhaver. 

Amount: $40,000. 

Titles: The development of accounting and statistical data for small 
business management. 

Industrial market potentials for selected North Dakota agricul- 

tural commodities, 


6. Ohio: 
Grantee: The Ohio State University, Columbus. 
Project director: James C. Yocum. 
Amount: $40,000. 
Title: Cataloging and adaptation of business-developed management 
information to small business needs. 
7. Oklahoma : 
Grantee: Oklahoma Department of Commerce and Industry, Oklahoma 
City. 
Participating institutions: University of Oklahoma, Norman; Oklahoma 
State University, Stillwater; University of Tulsa, Tulsa. 
Project director: Raymond D. Thomas. 
Amount: $40,000. 
Titles: Factors which determine the survival and growth of selected 
small business firms in Oklahoma. 
Factors which should determine the location of small retail firms. 
Factors which determine the efficiency and profitableness of small 
business firms in the motor freight industry. 
Small business opportunities in areas experiencing the development 
of lake recreational facilities. 
38. Oregon : 
Grantee: University of Oregon, Eugene. 
Participating institution: Oregon Department of Planning and Develop- 
ment, Portland, Oreg. 
Project director: Wesley C. Ballaine. 
Amount: $34,480. 
Title: An appraisal of risk management in small retailing establish- 
ments. 
%. Pennsylvania: 
Grantee: Temple University, Philadelphia. 
Project director: Nathaniel Jackendoff. 
Amount: $40,000. 
Title: An exploratory survey of financial ratios with special attention to 
their application to small business. 
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40. Puerto Rico: 

Grantee: Economic Development Administration, San Juan. 

Project director: Morris Moses. 

Amount : $40,000. 

Title: The removal of obstacles to the growth of small locally owned 
manufacturing firms in a newly developing industrial area. 

41. Rhode Island: 

Grantee: Brown University, Providence. 

Project director: Kurt B. Mayer. 

Amount : $40,000. 

Title: Some economic and sociological factors influencing the distri- 
bution of business firms by size: I. The effect of suburbanization 
on small business development, and II. Critical internal and external 
aspects of financial management affecting the size of business firms. 

42. South Carolina: 

Grantee: University of South Carolina, Columbia. 

Project director : Olin 8S. Pugh. 

Amount : $30,010. 

Title: Problems of small business financing in South Carolina. 

43. South Dakota: 

Grantee: State University of South Dakota, Vermillion. 

Project director: R. F. Patterson. 

Amount : $35,420. 

Titles: 

Financing small business in South Dakota: Retailing, service, 
wholesaling, and manufacturing. 
The effect on small businesses and small communities of the Inter- 
state Highway in South Dakota. 
44. Tennessee: 

Grantee: Tennessee Polytechnic Institute, Cookeville. 

Project director : Louis Johnson, Jr. 

Amount : $40,000. 

Title: Investigation of the marketing and management practices of se 
lected small businesses: (1) Newly developed industry, (2) long- 
established industry. 

45. Texas: 

Grantee: University of Houston, Houston. 

Project director : Paul H. Rigby. 

Amount : $40,000. 

Title: Decision making in the small firm. 

46. Utah: 

Grantee : University of Utah, Salt Lake City. 

Project director : Osmond L. Harline. 

Amount: $40,000. 

Title: Evaluation of the use and impact of (1) informational aids and 
(2) Government-sponsored financial assistance programs available 
to small business. 

47. Vermont: 

Grantee: Vermont Development Commission, Montpelier. 

Participating institutions: University of Vermont, Burlington: St. Mi- 
chael’s College, Winooski; Middlebury College, Middlebury ; Norwich 
University, Northfield. 

Project director: John M. Thompson. 

Amount: $25,000. 

Title: Sample survey of small business operations in Vermont. 

48. Virginia: 

Grantee: University of Virginia, Charlottesville. 

Project director: Lorin A. Thompson. 

Amount: $40,000, 

Titles: 

The development of a credit course in small business management. 
An inquiry into the methods by which new business opportunities in 
trade areas, large and small, may be determined and identified. 
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49, Washington: 
Grantee: University of Washington, Seattle. 
Project director: Warren W. Etcheson. 
Amount: $40,000. 
d Title: Regulation of retail competition in Washington. 
Financing small business: Survey of credit and capital sources in 
Washington State. 
Factors affecting the growth of small manufacturing enterprises. 
Pricing policies and practices of small manufacturers in Washing- 
ton. 
An analysis of business terminations. 
n 50. West Virginia: : asa terh. Laur ; 
il Grantee: West Virginia University, Morgantown. 
Project director: James H. Thompson. 


” Amount : $13,800. 
Title: Methods of plant site selection available to small manufacturing 
firms. 
51. Wisconsin: 
Grantee: Department of Resource Development, Madison. 
Participating institution: University of Wisconsin, Madison. 
Project director: James 8S. Earley. 
Amount, $40,000. 
Title: Financing growth of Wisconsin small business, 
52. Wyoming: 
‘ Grantee: The University of Wyoming, Laramie. 
‘ Project director: Floyd K. Harmston. 
=, Amount: $34,950. 
Title: An investigation into problems confronting small businessmen of 
Wyoming. 
Total, $1,902,747.96. 
Mr. Preston. Mr. Michel? 
. INVESTMENT AND DEVELOPMENT COMPANY ASSISTANCE 
g 
Mr. Micnen. One question here on the investment and development 

; company assistance. I notice in your statement you say the C ongress 

| has directed that this program he handled largely on a centralized 

| basis. 
Is there any need for decentralizing or can you envision at some 
| future date a need for decentralizing on th: i point? 

Mr. McCatuium. Yes, sir. I think that the time may come in the 
os next few years when we can provide more efficient service to the 
ble | companies involved by moving these loans for servicing both in the 

| investment program and in the development program to our field 

oflices. 
Ii Under the Investment Act we are required to examine these com- 
ich | panies and perhaps certain of the examination functions should also 
be decentralized at some future time. 

_ _ LT ecannot predict just when, but I think it is something we should 

keep in mind. 

| Mr. Micuen. In this one investment firm which you cited as making 

© such a marked increase in its capital, how was that accomplished ? 

| Mr. McCatium. By the sale of common stock to the public. 

/ Mr. Micuen. To the general public ? 

Mr. MceCantium. Yes. 
in | Mr. Micuen. How many shares, at what price? 
. Mr. Reap. The shares were offered, as ] remember, at a price of $11 


‘ ] 
tshare, 
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Mr. McCatium. $10, I think. 

Mr. Reap. Ten, of which nine-tenths of the $10 went to the com- 
pany and $1 was expense of the underwriting for a total public price 
of $18 million, which netted the company $16,200, 000. 

Mr. Micuen. Do you know how many individuals purchased that 
stock ? 

Mr. Reap. I do not know. 

Mr. Micuer. Would that be a matter of public record ¢ 

Mr. Reap. I think so. 

Mr. Micuer. Would that be of special interest to SBA as to who 
were the purchasers of that and in what blocks? 

Mr. McCauium. No, sir, I think not. It was a general sale to the 
public which was cleared through the SEC and it would not be of 
special interest to us as I see it, sir. 

Mr. Micner., What if one firm or one individual were to have pur- 
chased the entire block? Then would you be concerned ? 

Mr. Reap. SEC must report any stockholder. This company is 
under their jurisdiction in the security offering and any stockholder 
who owns 10 percent or more of the company must report any such 
ownership. 

Mr. Micuen. And you feel that is enough of a check to preclude, 
for instance, a company getting into the hands of too few people, 
shall we say, or too few investors ? 

Mr. Reap. Personally, I see no objection to one man forming a $d 
million company. If he has competent management and abides by 
the regulations I should think he should be encouraged to form his 
own company and there is nothing in the regulation to prevent that. 

Mr. Micue.. And you would think that regardless of who was 
investing and in what amounts that this would encourage or be a 


| 
k 
I 


definite help and assistance to the small businessman who in the final | 


analysis are the people we are trying to help get on their feet or to 
expand / 


Mr. Reap. I would not say regardless of who he was, but if he was | 
an honorable man and could produce $5 million to finance small busi- | 


nesses under the terms of the act, I would weleome him. I would 
encourage him to form a company. 


AVERAGE SIZE OF LOANS 


Mr. Micne.. Mr. Chairman, I do not mean to infringe on your 
question area but I think you probably have the same interest that I 
do in the size of the loans that you folks are granting, and while you 
show a figure of $40,000 as the average loan, T would be interested in 
a chart or a graph that showed the specific numbers and a breakdown 
as to what amounts they were granted and the increments, say, of 
$10,000. 

Mr. McCatium. We will be glad to supply that. 

Let me say, sir, that although the average size of our loans is about 
$46,000 that better than 55 percent of all of our approved loans are for 

$25,000 or less. 
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Mr. Micuet. Are these principally to corporations, partnerships, 
or pr oprietorships f ¢ 

Mr. McCatium. There are all forms of business concerns. I do 
not know that we have a breakdown by those categories but they are 
to individuals, partnerships, and to corporations. 


DISTRIBUTION OF LICENSED INVESTMENT FIRMS 


Mr. Micnex. One further question on these investment firms that 
have actually been licensed now to operation: Are those pretty well 
spread out throughout the country ? 

Is there any section of the country which you find heavily 
weighted ? 

Mr. McCatium. They are pretty well distributed. We have them 
all the way from the east coast to the west coast and through the 
South. There are some areas in which there has not been the interest 
which we hoped there would be. 

Mr. Micnet. When you say “hoped there would be,” would that be 
in what might come to be known as an economically depressed area / 

Mr. McCatium. No, I think not. There are some areas that are 
not yet covered. For example, in the Northwest there has not been 
too much activity and in some sections of the Middle West there has 
not been too much. 

Mr. Micnen. To what do you attribute that lack of interest or indif- 
ference or is there anything you can put your finger on? 

Mr. McCarnum. Well, there is one thing that I think may have 
contributed to some people holding off going into this program; about 
last May the Subcommittee on Small Business of the Senate Banking 
and Currency Committee held hearings on the Investment Act and 
eventually reported out a bill, which is now in the House, which would 
provide these investment companies with some flexibility in the man- 
ner in which they invest in these small-business concerns. Since 
the only avenue open to them now is the convertible debenture route, 
some, I believe, have held off antic ipating that this legislation would 
he more attractive tothem. That is one factor. 

The program, though, as a whole, I feel, is a good one and that it 
is gradually becoming better known and as it does progress, we will 
have more applications for licenses. 

There has been some feeling that the program has moved rather 
slowly but we have necessarily been cautious because we have tried to 
balance out two things. On the one hand, we recognize the need for 
incentives for the investment companies in order for them to or ganize, 
but at the same time, we cannot lose sight of the real object of this 
legislation, which is the small-business concern and we have tried to 
draft our regulations and conduct the program in such a way that 
there will not be overreaching on the part of the investment companies 
to the disadvantage of the small-business concern. 

I think that the program, if the legislation which I mentioned is 
passed and some other matters which we are presently studying, and 
which we hope to be able to perhaps adopt or recommend, are brought 
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along that this program will expand and be very useful to the small- 
business community. 


BUSINESS LOANS RECEIVED AND APPROVED—BY SIZE 


Mr. Micuet. Mr. Chairman, if it is all right, I would like that 
résumé with that breakdown to appear in the record at the appro- 
priate place. 

Mr. Preston. We will insert it at this point, Mr. Michel. 

(The information referred to follows:) 
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MANAGEMENT AND RESEARCH ASSISTANCE 


Mr. Micue. On the matter of management and research assistance 
the appropriation for fiscal year 1960 provides funds for one manage- 
ment and one research specialist in each region. 

What is this management specialist going to do? 

Mr. McCatium. This is a field person who will conduct, or be in 
charge in the regional office of what we call our management and 
research assistance programs. 

This encompasses the educational program which we mentioned, 
working with colleges and universities and State distributive educa- 
tion departments in developing administrative management courses, 
They are better able to contact them at the local level so that this 
very good program will be made more readily available to small- 
business concerns. 

Mr. Micue.. Is there an actual need among small businessmen, the 
real fellow we are trying to get at for some management counseling? 

Mr. McCautium. Yes. [think there is. I think some of these people 
who want to start a new business, or who have some problems in their 
existing business oftentimes find that to go to a management consult- 
ing firm would be much too expensive. If we can give them informa- 
tion on what the pitfalls are in starting a new business or if we can 
work with them on some of the management problems that they 
presently have, that this is a real service to them. You must remem- 
ber that it is not every small-business concern that really needs finan- 
cial assistance. He may need something else. He may need some 
cost accounting advice, or a survey of his plant layout in the way 
of production assistance or he may need some assistance with the 
type of equipment he has. 

Mr. Micuet. In a typical field office, what percentage of inquiries 
would be directed toward this kind of advice rather than simply 
financial assistance ¢ 

Mr. Waale, can you answer that question, sir? 

Mr. Waatr. Yes, sir. Moving over onto the procurement of tech- 
nical assistance, In procurement alone, in general procurement assist- 
ance cases we had, during fiscal year 1959, 30,000 cases over the 15 
regional offices and branch offices. It is anticipated that that number 
will hold true for the forthcoming fiscal year. 

Mr. Micnet. Is that procurement assistance ? 

Mr. Waatz. That is procurement. 

Mr. Micuer. That is not management assistance or something like 
that. 

The thing that disturbs me is that we are getting away, it seems to 
me, more and more from the original intent and purpose of what the 
Congress envisioned the small businessman needed for help and assist- 
ance. We get branching out into all these other activities. I am 
wondering how much money we spend in the extraneous and super- 
fluous activities. Every one of the applications I have had from my 
district express interest in “Where can I go to get some money to ex- 
pand my business? I can’t get help from the bank, Where do I go 
from here? We have heard of all of the aid you fellows give to small 
business. Where do I go?” It isn’t a matter of counseling or any- 
thing like that. We can get them to the avenues, how to sell the Fed- 
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eral Government, or one thing or another. It all boils down to “Where 
can we go to get the dough a little easier than from this tight-fisted, 
hard-shelled old banker who won’t give it to me?” 

Mr. McCatuium. Certainly from your experience you know first- 
hand. One statistic which I have is that there were approximately 
10,000 cases of management counseling - we provided last year. 
I think this is a real service because as I say, when a man comes in to 
you, or in to an SBA office, he may feel th at he certainly needs some 
money, but his basic problem may not be solved by a loan, and if we 
can solve it otherwise, and help ‘him to use assets which he already 
has, perhaps, which are not producing income and could be well in- 
vested in the business, we have done him a service, I feel. 

Mr. Micuer. These 10,000 inquiries might have been motivated in 
the first instance by his desire for money. Could it be you felt you 
couldn’t give him the money and said, “We will give you the advice 
instead,” and counted that as one of the 10,000 inquiries in manage- 
ment counseling. 

Mr. McCatitum. Well, we do counsel with them. If we do not think 
we can make a loan to a gentleman or a business concern, we will do 
whatever we can to help him and if we think this is one of his basic 
problems, we will try and give him some assistance in these other 
areas. That is about all I can say in answer to your question, sir. 

Mr. Micuet. I just want to say in final observation, Mr. Chairman, 
that I cannot help but get concerned about the size of the businesses 
that are getting the assistance and the help, when we think in terms 
of a concern of 500 or 1,000 employees. I have got the largest dis- 
tillery in the world out in my district and they have got around 2,000 
employees. I cannot help but be concerned for fear that we have got 
an organization here or an administration that in time might grow 
to be just another big RFC and that would, to my mind, be getting 
away from the original concept which we had in mind. 

Mr. McCatitum. We do not conceive of the agency that way, sir. 
We are doing our best to resist the tendency to increase our scope, 
but sometimes we are given activities and programs by the Con- 
gress itself which we must carry out. As far as our business Joans 
by size of borrower are concerned—I would just like to read these 
figures, if I could. 

These are business loans approved for manufacturers from January 
1, 1959, through June 30, 1959: the employment size class zero to 9, 
35.7 percent of the loans: 10 to 19 employees, 18.8 percent; 20 to 49, 
employees 24.4 percent; 50 to 99 employees, 13.1 percent; 100 to 249 
it was 7.4 percent; 250 employees or more it was six-tenths of 1 per- 
cent, so that 99.4 percent of all of our loans in this period went to com- 
panies with less than 250 employees. 

Mr. Micnet. Then would you have to submit with those same figures 
the percentage of actual loan not in numbers but in volume or in dol- 
lars in each category? DoImakemyself clear? In other words, the 
six-tenths of 1 percent which goes to our businesses over 250 employ ees 
is what volume dollarwise? Certainly it would be more than six- 
tenths of 1 percent total ? 

Mr. McCatium. I think our average loan was about $46,000, and 
that 56 percent of all of our loans were ‘for $25,000 or less. 

I do not know that I can give you the maa figure. 
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Mr. Micuex. I can fully appreciate that proportionately the figure 
of the number of loans could not perfectly coincide with the propor- 
tionate volume in dollars, but if there is no serious imbalance I would 
not be interested in those figures. If there is I certainly would be. 

I yield back my time, Mr. Chairman, and apologize for taking so 
long. 

Mr. Preston. It is quite all right. You did not take a bit too long. 


REVOLVING FUND LOSS 


Mr. McCallum, with reference to your loss figure, on page 12 of 
your statement you have given loss figures in the revolving fund. 

Mr. McCauitum. Yes, sir. 

Mr. Presron. This loss figure is based upon all of your outlay, 
lending activities as well as assistance activities ? 

Mr. McCauuium. No. 

Mr. Hanna. Only those related to the program financed from the 

revolving fund, the lending program only. 

Mr. Preston. These figures mean just the lending program? 

Mr. Hanna. Yes, sir, business and disaster. 

Mr. Preston. It includes cost of financial counseling? 

Mr. Hanna. Yes, sir. It includes the cost of handling inquiries and 
all matters related to the lending program. 

The revolving fund also does ‘finance the investment program deben- 
tures and loans but does not include the investment administrative 
expenses. 

Mr. Preston. You are talking about the investment company pro- 
gram? 

Mr. Hanna. Yes, sir. 

Mr. Preston. All those debentures you buy in investment companies 
are carried as a capital asset, are they not? 

Mr. Hanna. Yes, sir. 

Mr. Preston. There is no loss chargeable to this revolving fund 
from your activity in the investment program, is there? 

Mr. Hanna. Except for a small reserve that we establish on both 
convertible debentures and loans, the same as we do on a lending 
program. 

Mr. Preston. But it is not appreciable? 

Mr. Hanna. Correct. 

Mr. Preston. So your loss is related, then, to your actual lending 
activities with the exception of financial assistance and financial 
counseling ? 

Mr. Hanna. Financial counseling, sir; yes. 

Mr. Preston. In order to stay in business we will have to carry a 
loss of $12.6 million in fiscal 1961. 

Mr. Hanna. That is right. 

Mr. Preston. While this is a rather frightening figure, I suppose, 
when we consider the amount of money we are funneling into all parts 
of the world for questionable programs, it does not represent very 
much. 
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POSITIONS OTHER THAN PERMANENT 


What about the $40,000 that you show on page 8 of the justifications 
for “Positions other than permanent” ? What at kinds of positions are 
these ? 

Mr. Hanna. Temporary, sir. 

Mr. Preston. Consultants ? 

Mr. Hanna. No, sir. 

Mr. Preston. Temporary positions to meet peakload work and dis- 
aster loans? 

Mr. Hanna. Yes, sir. 

Mr. Preston. Not consultants? 

Mr. Hanna. That is right. 


CONSULTANTS 


Mr. Preston. How much money do you have here for consultants ? 

Mr. Hanna. Nothing. 

Mr. Preston. You are your own consultants, are you? 

Mr. Hanna. Yes, sir. 

Mr. Preston. That is the way it should be. 

And you show “Other personal services,” $140,000, as distinguished 
from the $40,000. What would that represent? 

Mr. Hanna. It is primarily the extra day. It also includes a small 
amount for overtime, and allowances for ‘those employees stationed 
in Hawaii, Puerto Rico, and Alaska. 

Mr. Preston. You do not have an extra day this year, do you? 
You have a day less. 

Mr. Hanna. 261 paid days, sir. 


RESEARCH GRANTS 


Mr. Roonry. With regard to the list of research grants that we re- 
quested for insertion in the record a while ago covering the 1959 pro- 
gram, I wonder whether or not you have some information as to the 
current fiscal year and up to date? 

Mr. McCatium. We do not as yet, sir. We have received proposals, 
but they are being evaluated and will not be approved until about the 
first of April. 


CONTINGENCY RESERVE 


Mr. Preston. Explain this contingency reserve of $1,778,000 men- 
tioned on page 1 of the opening st: atement. 

Mr. Hanna. We asked for that 2 years ago, I believe, Mr. Chair- 
man, for the first time. Prior to that time we had been faced each 
year with an increasing workload which was well above that which had 
been budgeted and appropriated for, and as a result we had to delay 
the processing of applications until we could come back to you for a 
supplemental. 

We devised this system 2 years ago to give us a contingency that in 
the event the application workload did rise above that which had been 
budgeted we could ask the Budget Bureau to apportion an additional 
amount to us. 
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INCREASE IN PERSONNEL FOR FINANCIAL ASSISTANCE DIVISION 


Mr. Preston. It is noted that 397 of the 523 positions requested are 
in the area of Financial Assistance Division; 229 financial specialists 
are shown, a loan examiner, and 168 stenographic and clerical people. 

I wish to make the observation that this is the most appropriate area 
for any increases, if any, to go into, because from my experience that 
is where you need more emphasis placed than in any other area of the 
SBA operation. 

I find that this financial specialists and loan examiners have a tre- 
mendous workload to carry, and many of them work long hours in 
writing up these voluminous and lengthy reports in connection with 
loan applications, so I know that area does need strengthening. That 
leaves 126 to be spread out in other areas of your total operation. 

Mr. McCatium. Might I say that I agree with you, Mr. Chairman, 
that this is one of the most important areas, but I also feel that the 
other programs are extremely important to small business concerns, 
particularly the procurement and technical assistance activities and 
others which we have, and I feel that although the results of this pro- 
gram might be more tangible—that is the financial assistance pro- 
gram—that the other programs are getting increasingly good results. 

Mr. Preston. We accept that statement as being true. I would not 
deny that all these services are important. We will leave it up to you 
wherever emphasis should be placed in the final analysis. We will 
not become personnel officers for the operation. 


INCREASED POSITIONS IN WASHINGTON 


I am also glad to see that only 26 of these requested positions are 
in the Washington area. 
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Program and financing 


Program by activities: 
1, Financial assistance 
Business loans: 
Direct 
Immediate participation 
Deferred participation 


Total, business loans. 
Disaster loans 
Conversions to immediate participation loans 
Conversions to deferred participation loans 


Deferred participation business loans not expected | 


to be purchased (—)___. 
Total, loan commitments, net_- 
Other program obligations 
Administrative expense 
Other operating expense___--- 
Total, financial assistance 


2. Investment and development company assistance: 
Purchase of debentures of small business invest- 
ment companies. __- = 
Loans to small business investment companies - 
Loans to State and local development companies 


Total, 
assistance _ 
3. Interest expense to Treasury on funds e xpended 


Total program (commitments) .----- : 
4. Net change in reservations for loan commitme nts not 
matured into obligations. - 


Total program (obligations) 


Financing: 
Amounts becoming available: 
Appropriation - - 
Receipts from operations: 
Principal collection on loans: 
Business loans 
Disaster loans - - - 
Loans to State and local development com- 
panies. 
Interest and other revenue on loans and invest- 
ments: 
Financial assistance program 
Investment and acti concer company assist- 
ance program _ = e 
Sale of acquired collateral 
Other receipts 
Recovery of prior year oblig: ations: 
Loan cancellations (financial assistance program) .. 
Repayments to banks on deferred participation 
loans: 
Financial assistance program (disaster loans) - - 
Investment and development company assist- 
PON STORIE fase ascb dice cedddcundencades 


Total amounts becoming available... -- 
Unobligated balance brought forward: 
Reserved 


RAT OONRUOE 55 ibd wuics chee heb tel cgeiieweshs ins ii 


Total amounts available._.......-- 
Unobligated balance carried forward: 

DONO O NE oie ti < wenietinncdmcdipentddandssedhsceer ses 

Unreserved 


Financing applied to program. -_.........-..--.-.-- 


investment and development company 





} 220, 444, 647 


| 


1959 actual 


$86, 437, 835 
106, 139, 109 
35, 961, 840 


228 538, 784 
° 013, 060 
135, 000 


1, 497, 356 | 


— 29, 967, 357 
209, 216, 843 
379, 412 
10, 288, 868 

559, 524 





3, 231, 700 


1, 853, 500 





1960 estimate 


$93, 111, 000 
99, 958, 000 
34, 071, 000 


997 


227, 140, 000 
14, 000, 000 


—27, 256, 500 | 


213, 883, 200 | 


716, 000 


1, 500, 000 
7 


500, 000 | 


175, 000 | 


, 774, 200 


. 000, 000 


| 1961 estimate 


$116, 592, 000 
125, 118, 000 
42, 672, 000 
284, 382, 000 
14, 000, 000 


- "34, 137, 600 


264, 244, 400 


16, 000, 000 
903, 000 


281, 147, 400 


12, 000, 000 
4, 000, 000 
14, 000, 000 

















5, 085, 200 19, 000, 000 30, 000, 000 
6, 294,103 | 15, 529, 000 19, 183, 000 
"231, 823, 950 262, 303, 200 | 330, 300, 400 
—57, 199, 253 | 

| 174,624,697 | 262, 303, 200 | "330. 300, 400 
won ‘oe = 
200. 000, 000 | 150, 000, 000 60, 000, 000 
58,717,779 | 81,309,000 | 111, 561, 000 
9,773,772 | 12,799, 000 14) 566, 000 
saakieesie 221, 000 881, 000 
15, 366,076 | 21, 219, 000 26, 369, 000 
1, 627 356, 000 1, 498, 000 

394, 702 ; ; 
172, 877 om jet 
23, 572,266 | 21, 391, 600 26, 406, 800 
18, 488 99, 800 111, 600 
43 Sen 5, 500 18, 800 
~ 308, 017, 587 | 287, 400,900 | 241, 412, 200 
_...| 57, 199, 253 57, 199, 253 
12, 605, 039 88, 798, 676 | 113, 896, 376 
320, 622, 626 | 433,398,829 | 412, 507, 829 





— 57, 199, 253 
—88, 798, 676 


174, 624, 697 


—57, 199, 253 
—113, 896, 376 


262, 303, 200 | 





—57, 199, 253 
— 25, 008, 176 


330, 300, 400 
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Let us insert in the record at this point pages 68, 69, 73 and 74 of 
the justifications. 
(‘The pages referred to follow :) 


Basis FOR ESTIMATE OF APPROPRIATIONS REQUIRED—FISCAL YEAR 1961 


The accompanying financial statements reflect an appropriation estimate of 
$60 million for additional capital for the revolving fund which finances the 
business and disaster loan programs under the Small Business Act and the pro- 
gram of investment and development company assistance under the Small Busi- 
ness Investment Act of 1958. 

Requirements for additional appropriations are summarized as follows: 


1961 program needs: 
Financial assistance: 
Business loans (including deferred participations at 20 


I a enantio $250. 3 

ETE eee! 14.0 

PM Vi re kal a oc Se oS i ab Niadai 16. 0 

ok SEE SS ae ee ee ee ee ae a eee Pete 0.9 
———— $281.2 
Investment and development company assistance_____________-____ 30. 0 
CeeeneanS crue’) SO Run rNIORON 2 Ca oe eee maken 25.0 
IU USTIII Gram UTIEDUNI s FUDNT CUI RN I  t cncaeie is 336. 2 

Less: Loan repayments, cancellations and income and unreserved 

unobligated balance brought forward from 1960 (net of interest 
NS 9 Gatsadec ii cere WA acta aa ic wc ow ed re 276. 2 
Ort NINE oe se eee neamesaw sansa 60.0 


With respect to the financial assistance program under the Small Business 
Act, the fund requirements are based on an average of 1,100 business loan ap- 
plications per month, a withdrawal factor of 10 percent or 110 applications, and 
approval of 57 percent of the net of 990 per month, at an average size of $42,000 
2ach for the SBA share. With respect to disaster loans, it is not possible to 
estimate requirements. Therefore, for purposes of the budgetary estimate an 
amount of $14 million has been used, in line with recent years’ experience. A 
more complete explanation of activity, and justification for personnel, is shown 
on pages 73 through 78. 

For the investment and development company assistance program only limited 
experience is available to serve as a guide for projecting estimates of program 
activity. The estimated commitments are based on debenture purchases from 
80 investment companies; loans to 25 of such companies pursuant to section 
303 of the act; 17 loans to State development companies pursuant to section 
501; and 90 loans to State and local development companies under section 502. 
For a more complete explanation of activity and justification of administrative 
expense funds and personnel, see pages 34 through 38. 

In addition to the requirements to meet estimated program commitments, 
provision is made for a reserve for contingencies of $25 million. This reserve 
is deemed essential in order to assure the availability of funds to meet unantici- 
pated demands for business and disaster loans, resulting from a significant 
change in one or more of the factors used in determining net business loan 
requirements as outlined above, or as a result of a series of major disasters 
such as have occurred in previous years. 

The agency’s past experience justifies the provision of a reserve for con- 
tingencies. In each of the fiscal years 1957 and 1958, the demand for loans 
exceeded the amount of funds available, and it was necessary to suspend 
approval action pending congressional consideration of a supplemental appropria- 
tion estimate. At such times many deserving small-business firms are delayed 
in obtaining needed loan funds to permit them to carry on their operations. 
In view of the vital contribution that small business makes to the Nation’s 
economy and considering this agency’s responsibility by law to assist in pro- 
viding needed financial assistance to such firms, adequate funds must be 
available to the Small Business Administration within the statutory limitations 
on its programs. 
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REVOLVING FUNb, SMALL BUSINESS ADMINISTRATION 
NARRATIVE STATEMENT ON PROGRAM AND PERFORMANCE 


This fund finances business and disaster loans and investment and develop- 
ment company assistance activities authorized by the Small Business Act (72 
Stat. 384) and the Small Business Investment Act (72 Stat. 689). 

The Congress has authorized loan and investment commitments of $950 
million. A maximum of $575 million may be outstanding for business loans, 
$125 million for disaster loans, and $250 million for investment and development 
company assistance. It is estimated that the business loan limitation will be 
reached early in fiscal year 1961, thus legislation will be proposed to increase 
this limitation. The position with respect to lending authority is as follows: 


1959 actual | 1960 estimate | 1961 estimate 


Financial assistance program: 
Business loans } 
Statutory limitation ae hi ..-| $500, 000, 000 | $575, 000, 000 $575, 000, 000 
Anticipated increase in limitation._- ie : 150, 000, 000 


Total ; Mecse eb aaa eae 500, 000,000 | 575, 000, 000 725, 000, 000 





Less: Investment in outstanding loans. _-.- ‘i 289, 419, 929 374, 021, 929 462, 460, 929 
Outstanding loan commitments: | 


Deferred participation loans disbursed by banks 43, 120, 696 59, 578, 296 71, 166, 896 
Undisbursed loan authorizations. __- . . 89, 931, 742 | 98, 195, 742 | 122, 651, 742 
Total charges against limitation. ...........___- 422, 472, 367 531, 795, 967 656, 279, 567 


Balance of limitation.._._. a i tat eee 77, 527,633 | 48, 204, 033 68, 720, 433 


Disaster loans 





74, 459, 441 


Statutory limitation 125, 000, 000 125, 000, 000 125, 000, 000 
Less 
Investment in outstanding loans | 49, 080, 258 46, 852, 258 44, 886, 258 
Outstanding loan commitments: } 
Deferred participation loans disbursed by banks 655, 726 725, 665 | 614, 065 
Undisbursed loan authorizations cael 3, 180,975 | 5, 040, 236 | 5, 040, 236 
Total charges against limitation 52, 916, 959 52, 618, 159 | 50, 540, 559 
Balance of limitation __- - . .-| 72,083,041 | 72,381,841 | 


Investment and development company assistance program: | 
Statutory limitation oanee 250,000,000 | 250,000,000 | 250, 000, 000 


Less | 
Outstanding loans and investments: | | 
Investment in debentures of small business invest- 





ment companies 282, 000 | 8, 782,000 | 20, 682, 000 
Loans to small business investment companies oe } 1, 125, 000 | 4, 375, 000 
Loans to State and local development companies 62, 000 6, 791, 000 | 15, 760, 000 


Outstanding loan and investment commitments: | | 
Undisbursed commitments to purchase deben- 


tures of small business investment companies 2, 949, 700 | 2, 949, 700 | 3, 049, 700 
Undisbursed loan commitments: | 
Loans to small business investment companies | | 375, 000 | 1, 125, 000 
Loans to State and local development com- | 
panies 1, 791, 500 | 2, 336, 000 | 6, 467, 200 
Total charges against limitation 5, 085, 200 22, 358, 700 | 51, 458, 900 
Balance of limitation 244,914,800 | 227,641,300 | 198, 541, 100 


Mr. Preston. Regarding the revolving fund, is this presentation 
based on the anticipated increase in limitation mentioned in the tab- 
ulation on page 73, new legislation—in other words, for $150 million 
of additional borrowing authority ? 

Mr. Hanna. The appropriation request is within the total presently 
authorized for the revolving fund. However, we may be faced with 
the need for ..creasing the limitation on business loans only, but the 
total authorization is $950 million for these lending and investment 
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programs and $690 million is the total appropriation to date. This 
estimate is within the total authorized. 

Mr. Preston. It is not based on any anticipated increase in 
limitation ? 

Mr. Hanna. No, sir. 

Mr. Preston. Further questions? 

(No response.) 

Mr. Presron. If not, gentlemen, that concludes the hearing, 
Thank you, Mr. McCallum and gentlemen, for a very interesting and 
enlightening hearing. 


Tuursbay, JANUARY 21, 1960. 


PANAMA CANAL COMPANY—CANAL ZONE 
FJOVERNMENT 


WITNESSES 


MAJ. GEN. W. E. POTTER, GOVERNOR OF THE CANAL ZONE; PRESI- 
DENT, PANAMA CANAL COMPANY 
COL. THOMAS G. FAISON, HEALTH DIRECTOR 


Mr. Preston. The first item the committee will take up today is 
the Panama Canal Company request. 

We are delighted, as usual, to have the distinguished Governor of 
the Canal Zone, Gen. W. E. Potter, with us. 

I would like to inquire, Governor, who you have with you today 
to support you in your testimony before the committee. 

Governor Porrer. The one who gives Congress its service is Mr. 
Whitman, Secretary of the Company, Mr. Steers, the Comptroller, 
Mr. Magnuson, the budget officer, Colonel Faison, Director of the 
Health Bureau, and Mr. Conley, assistant to the Comptroller. He is 
here specifically because of our hospital] situation and our request in 
the budget. I felt you ought to hear the man who knows how the 
rooms are used, and so on. 

Mr. Preston. We are delighted to have all of you, gentlemen. 

Governor, do you havea prepared statement ? 

Governor Porrer. I have a prepared statement, Mr. Chairman, 
but as usual I have made it very complete and I would like to ask 
it be put in the record and that I just hit a few high points which 
I know will be of interest to members of the committee, all of 
whom have been in the Canal Zone to inspect the various activities 
that go on down there. 

GENERAL STATEMENT 


Mr. Preston. Very well. We will be glad to insert the statement 
at this point. 
(The statement of Governor Potter follows:) 


Mr. Chairman and members of the committee, I am William E. Potter, Gov- 
ernor of the Canal Zone and President of the Panama Canal Company. I again 
appreciate an opportunity to present the fiscal year 1961 budget estimates of 
the Panama Canal Company, the Panama Canal Bridge, and the Canal Zone 
Government, and to give a progress report on certain of our major under- 
takings. I am accompanied by Mr. Whitman, Secretary of the Company, Mr. 
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Steers, Comptroller, Mr. Magnuson, budget officer, Colonel Faison, Health 
Director, and Mr. Conley, Assistant to the Comptroller. My opening statement 
is detailed, primarily because of the continued interest in the Panama Canal 
of the Members of Congress. However, I do not intend to read it in its entirety 
but rather talk to it, and I ask that it be included in the record. 


PANAMA CANAL COMPANY 
OPERATIONS 


The net operating income forecast for 1960 as shown in the budget before 
you is $4.3 million while that for 1961 amounts to $4.7 million. These estimates 
recognize continution of the year-to-year traffic increase which shows no sign of 
abating. In 1956 at the start of my term the daily average number of tolls-pay, 
oceangoing vessels transiting the canal was 23.1; today it is 28.9, an increase of 
5.8 ships per day. During the current fiscal year the canal already has 
achieved new records both in daily average number of transits and in tolls 
income for any one month. In November, a new high daily average of 30 
vessels were transited while tolls income for December was a recordbreaking 
$4.5 million. 

Other than to accommodate the continuing increase in canal traffic, there are 
no major variations in the Company’s 1960 and 1961 operations from those of 
1959. We will continue our endeavors to furnish world shipping with the best 
service at the lowest possible operating cost. 

The Board of Directors has reviewed again the question of whether the toll 
rates conform to the formula provided by law and has concluded that no change 
in toll rates is justified at this time. 

A general administrative expense limitation of $8,680,000 is projected for 1961, 
an increase of 2.3 percent over that for 1960. This increase, which amounts to 
$194,000, principally is to provide for higher costs of employee leave travel and 
for recruitment and repatriation, all of which the Company is required to finance 
under the terms of Public Law 600, 79th Congress. Other elements of increase, 
the costs of which largely have been offset by reductions elsewhere, include an 
expansion of the apprentice training program. 


CAPITAL PROGRAM 


The estimate for total capital program expenditures in 1961 is $20,100,000. 
Of this amount, all but $1,500,000 is for projects previously approved by the 
Congress. 


CANAL IMPROVEMENTS 


Widening Paraiso-Cucaracha reaches.—The widening in these reaches is well 
underway. Last year we reported that a contract in the amount of nearly $7.4 
million had been awarded for widening this distance of approximately 1.3 miles. 
It is now expected that all dry excavation will be completed during July, some 
7 months ahead of schedule. The dredging phase, too, is ahead of schedule and 
will be completed in January 1961. As a result of the accelerated work pace, 
it now appears that this feature of the canal improvement project, including 
cleanup, Will be completed by the end of fiscal year 1961. 

Widening Empire reach.—Continuing studies of transit problems, and more 
particularly those caused by the numbers of large vessels of over 80-foot beam, 
show that extension of the cut widening to include Empire reach and soon, the 
entire cut, is necessary. Upon completion of work at Empire reach, the channel 
will be 500 feet wide for approximately 5 miles, from Pedro Miguel locks to 
La Pita signal station, or about 60 percent of the total length of the cut. The 
studies also have determined that after these cut widenings only minor advan 
tages would be gained by the originally proposed Paraiso mooring station, and, 
accordingly, that feature has been deleted. The addition of Empire reach and 
the deletion of the Paraiso mooring station have the net effect of raising the 
total project cost by $9,087,000 to $28,119,000. Specifications for the Empire 
reach widening have been advertised and bid opening is scheduled for February 
29. The estimated date for placing this widened section in service is June 1962. 

Locks towing locomotives.—Bids for fabrication of locks towing locomotives 
were opened in August 1959. All bids were found unresponsive and were re 
jected. New spcifications that require all bidders to bid on machines of the 
same design and provide for a minimum of 39 locomotives and 3 cranes, with 
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an option to purchase 10 additional towing machines, were advertised Decem- 
ber 14, 1959, and bids are to be opened February 12, 1960. 

Raise locomative tracks in emergency dam depressions.—This is a new project, 
but one that is a must insofar as the new locomotives are concerned. The recent 
removal of the old emergency dams has eliminated the need for the depressions 
previously necessary to permit passage of the locomotives. Since restrictions 
on width and height of cable guides would have imposed expensive and imprac- 
tical limitations on designs and operating characteristics of the new locomotives, 
the elimination of these depressions must be accomplished without delay. The 
estimated cost of this project is $500,000. It should be completed prior to receipt 
of the new locomotives. 

Additional tugs.—The continued increase in large ship transits with its conse- 
quent added demand for tug service has demonstrated the inadequacy of our tug 
fleet both as to numbers and horsepower. In June, July, and August of last 
year, transits were deferred because of tug shortages. Additional higher-powered 
tugs are required by transiting ships as well as for the accelerated channel 
widening program. Accordingly, approval was obtained from this committee to 
initiate action in 1960 to procure the additional two tugs. The original 1960 
capital program provided for procurement of one 2,400 horsepower tug to replace 
the underpowered 31-year-old tug Trinidad. Delivery of the tugs is scheduled 
for December 1960. 

These 105-foot controllable pitch propeller vessels will be among the most 
modern diesel tugs. Similar tugs have proven to be exceptionally maneuverable 
and economical in New York Harbor service. 

Marine traffic control system.—This project is estimated to cost $1,800,000, of 
which $400,000 is programed for expenditure in 1961. Full utilization of the 
maximum practical capacity of the existing waterway is dependent upon effective 
transit scheduling. Full capability can best be achieved by installing a traffic 
control system which establishes an optimum schedule consistent with prevailing 
eanal conditions. It will utilize high speed electronic digital computers which 
will analyze and transmit location data to a central control station. Installation 
is expected to be completed in fiscal year 1963. 


PANAMA CANAL—ITS OPERATIONAL FUTURE 


Traffic in 1959 exceeded all estimates. For several years traffic through the 
eanal has been burgeoning and this has accentuated the need to consider both 
immediate and future improvements to increase the capacity of the canal. 

Two studies to develop ways to improve the capacity of the Panama Canal 
were made under direction of the Board of Directors. One, a short-range study, 
recommended immediate improvements and modifications to increase canal 
capacity. These are underway. The second sutdy is long-range and examines 
several solutions to the interoceanic canal problem. 

Peak conditions experienced during the past year highlighted the canal’s lim- 
ited capacity. During that year 11,181 vessels transited the waterway, of which 
9,983 were oceangoing ships. Our problem is not only one of numbers of ships, 
but is complicated by the size and special characteristics of a growing segment 
of our traffic. 

Large-size and special purpose ships arrived in greater numbers than ever be- 
fore, resulting in a big stepup in clear-cut transits. These clear cuts delayed the 
normal movement of traffic in important instances. The increased lockage time 
required by ships of extremely wide beam or length also was a factor in impeding 
normal traffic movement. 

In final analysis the theoretical ship capacity of the present canal is the 
capacity of Gatun locks. The projects underway and considered for future 
accomplishment are designed toward optimum utilization of the locks by improv- 
ing operations and removing or reducing to the maximum extent the “bottle- 
necks” and problems which interfere with the development of effective transit 
schedules. 

The cut restrictions imposed by the narrow channel will be lessened materially 
by the extension of the widening through bend 1660, which is now included in 
the Empire reach widening project. However, the ultimate and necessary an- 
swer is to complete the widening of the cut from Pedro Miguel locks to Gamboa. 

The continued increase in volume of traffic also presents a serious problem 
with respect to the availability of water. A prolonged dry spell under conditions 
of maximum traffic could result in such a large withdrawal of water as to 
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endanger the ability of the present canal to transit ships. Current studies have 
determined that the most effective method of meeting this problem will be by 
deepening the cut and the Lake channels. Only when the cut is widened for 
its full length, the channel is deepened, cut and locks lighting currently under 
contract is installed, the marine traffic control system is in effect, and adequately 
powered tugs are available, will the canal be in a position to take full advantage 
of the capacity of the locks. 

To further determine the canal’s requirements from about 1970 to the end of 
the century, a long-range program is being developed. This study is underway 
on a continuing basis and receives quarterly review by the Board of Directors. 


SIXTY-CYCLE POWER CONVERSION 


The conversion of the electrical power system and all consumer equipment 
from 25 to 60 cycles is to all intents and purposes completed. Remaining is 
one major conversion of the last generator at Gatun Hydroelectric Station, 


which continues to supply 25-cycle power for locomotive operations. 
QUARTERS REPLACEMENT PROGRAM 


The 1961 program provides for the second increment of the replacement pro- 
gram for U.S.-citizen employee substandard housing on the Pacific side. The 
program is planned for completion in fiscal year 1965. 

A total outlay of $9,290,000 is scheduled, of which $1,570,000 is for site and 
utility work chargeable to Canal Zone Government and $7,720,000 is for Panama 
Canal Company expenditures incident to the new construction. The program 
was initiated in fiscal year 1960 with award of a contract for construction of 
45 family apartments in La Boca. During the second year, 1961, the $483,000 
requested for appropriation for Canal Zone Government and the $2,130,000 sched- 
uled for obligation by the Panama Canal Company will be used in connection 
with the construction of 78 family apartments. 


AIR-CONDITIONING OF COMPANY AND GOVERNMENT BUILDINGS 


Scheduled for air-conditioning in fiscal year 1951 are: 


SERRE NOIR TMCNET secacases eg css mach ns en lnccinint a aa a a a $185, 000 
SRE Tne am OT en) AE: 5 ee eS ene ee eee 83, 000 
obec So OU ee’, a a ee 85, 000 
Dental clinic, treasurer's Omice, . ANCOR in. «~ .nccmeiniceemmcnmaian iia 61, 000 


PANAMA CANAL LINE 


Again in 1959 I was impressed with the necessity for maintaining the Panama 
Line as the secure and dependable supply line for the operation of the Panama 
Canal. 

In September, to meet the pending longshoremen’s strike in New York, we 
found it necessary to expedite and advance shipping dates on approximately 
2,500 tons of supplies which normally would have been shipped during the months 
of October and November. The existence and availability of the Panama 
Line made this practicable with a minimum of inconvenience. Had the line 
not ben operating, some of this merchandise might not have been shipped in time. 

With the border between Panama and the Canal Zone closed following the 
November 3 incident, we found ourselves running out of beef and unable to 
purchase any emergency supplies from the Army. It was only through the 
Company-controlled sailing schedule of the Panama Line that we were able to 
make an emergency shipment of 90,000 pounds of beef and get it on the 
isthmus in time to provide us with the necessary item. Also during this period 
yeoman service was performed by the Panama Railroad in the moving of person- 
nel and material. Since the Trans-Isthmian Highway in the Republic of 
Panama was, for all practical purposes, closed to us, the railroad was left as the 
only land link between the Atlantic and Pacific sides of the isthmus. Its re- 
tention is essential for our security. 


PANAMA CANAL BRIDGE 


Progress on the Balboa high-level bridge has been satisfactory. The approaches 
are virtually completed, except for paving and lights. The substructure is 
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under contract and should be finished on schedule. Superstructure bids by nine 
bidders were opened in December 1959, and were competitive. Based on an award 
this month, steel erection should be completed by February 1962 and the bridge 
should be opened to traffic about August of that year. 

Last year when I talked to you, I requested that the total cost of the bridge, 
originally estimated at $20 million, be left unchanged despite the possible 
increase to $23 million resulting from interim escalation factors and from the 
extension of the $1 minimum wage application to the Canal Zone. Because of 
competitive interest from bidders desiring to do the work, I can now assure 
you that the $20 million in hand will be adequate for the job. 


CANAL ZONE GOVERNMENT 
OPERATIONS 


The 1961 appropriation request of $18,850,000 for Canal Zone Government 
operating expenses is $50,000 under the amount appropriated for 1960 and re- 
flects a continuing effort to hold the line. Although our estimates for 1961 
include a $109,000 provision for pay increases to certain employees, this amount 
is more than offset by other economies. Variations between 1960 and 1961 
operating expenses identified by activity appear on pages 4 through 8 of the 
justification. 

CAPITAL OUTLAY 


Our request is for $6,800,000 of which $4,811,000 is for alterations and ad- 
ditions to Gorgas Hospital. 


ALTERATIONS AND ADDITIONS TO GORGAS HOSPITAL 


A study by firms of hospital consultants and architect-engineers has convinced 
me that consolidation, revamping, and new construction will provide a better 
medical center at Gorgas Hospital. The plan envisages construction of a com- 
pact main building adjacent to the existing section A. (See sketch following.) 
This new building will provide 120 patient-beds and will consolidate clinic 
activities, dietary department, surgical suite, recovery area, central sterile 
supply, laboratory, radiology, pharmacy, admitting, administration, and business 
office facilities and emergency room functions. 

Sections A and B and the OB—-GYN building will be altered to provide rooms 
for patients, storage, library, physical therapy, brace shop, housekeeping, and 
other functions. The new building will be connected to section A by an over- 
pass, and a short tunnel will be built to connect section A with section B. We 
do not expect to use existing sections C and D and the laboratory, mess, and 
administration buildings in the new hospital complex. We are presently investi- 
gating the possibility of using sections © and D for quarters for interns and 
residents. 

This program is an expansion of the original plan which contemplated re- 
tention of the library, mess, and administrative and surgical functions in their 
existing buildings. The expanded plan consolidates all of these activities in the 
new building to give a more efficient and economical operation. The project is 
estimated to cost $5.2 million and construction is tentatively scheduled to extend 
through fiscal year 1962. The foregoing total is based on the latest cost esti- 
mates of hospital construction in the United States. Using these figures, a com- 
plete new hospital would cost at least $11 million and would require the expend- 
iture of an appreciable amount of money for the conversion of the present plant 
to other purposes. 

SWIMMING POOL, PARAISO 


At present the community of Paraiso and some 1,200 students of the Latin 
American schools on the Pacific side have no swimming facilities. It is proposed 
to construct in 1961 a standard-sized pool at an estimated cost of $200,000. 


SEWAGE DISPOSAL PROGRAM, PACIFIC SIDE 


The funds to complete the military portion of the work were made available 
in August 1959. These, together with funds previously appropriated to us for 
this purpose, and the $28,000 ($394,000 obligation less $366,000 of prior years’ 
funds) included in the appropriation request for 1961 capital outlay, will com- 
plete the financing of the project. This $2 million project has been underway 
since 1956 and is now expected to be completed in 1962. 
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SCHOOL CONSTRUCTION 


Last year various school projects were included in our budget. Construction 
work on the Los Rios and Diablo Heights elementary schools is scheduled for 
completion in August 1960. Construction of the junior high school in Diablo 
Heights will commence in May 1960 and is to be completed in March 1961. 
With completion of these projects, we will be able to accommodate the peak 
pupil load expected to move through the U.S. citizen schools during the next 
decade. 


PUBLIC HEALTH SERVICES 


In the tropics we constantly have to cope with the unexpected in health prob- 
lems. Last June we found a convulsive, dying bat in Ancon and a few days 
later found another in Corozal. Laboratory examination showed that both 
animals were infected with rabies. In October, a child in Fort Kobbe was 
bitten by a rabid bat. Fortunately, serious complications were avoided. Since 
it is known that these fruit-eating bats are capable of transmitting the disease 
to human beings as well as to other animals, a research program was initiated to 
determine the extent of infection in the local bat population and, if indicated, 
to develop appropriate control measures. Research is in progress and it is ex- 
pected that some $30,000 will be expended during the current fiscal year before 
helpful results are obtained. The cost of possible control measures, should they 
be required, has not been developed. No rabies has existed in the Canal Zone 
since 1907 and I am sure you understand my concern. 

Another effort of the health and sanitation forces is aimed at discovering and 
applying control measures to lessen the local sandfly problem. Sandflies are 
among the most vicious biting insects along the coast of Central America. Last 
April, a soil poison was air-sprayed to some 1,800 acres of swamp on the Atlantic 
side of the Isthmus. Thus far, the treatment has been effective, with no breed- 
ing being evident in the treated areas. On the Pacific side, however, the first 
application of dieldrin to a limited area revealed a marked resistance by the 
sandfly population. Naturalistic control by installation of tide gates, diking, 
and filling of breeding areas is under investigation. 


CONTINGENCIES OF THE GOVERNOR 


In our 1960 appropriation there was included for the first time a $15,000 
provision for “Contingencies of the Governor,” to cover extraordinary costs. 
Our estimates for 1961 include a similar amount. As a result of the disturbances 
of the past November 8 and 28, expenses chargeable against this provision 
through December 1959 have already amounted to $35,485 and it has been neces 
sary to finance this additional cost by close control of expenditures in other 
areas. 


ACCRUED EXPENDITURE LIMITATION 


Public Law 85-759, approved August 25, 1958, provides in part that “whenever 
the President determines that there has been established a satisfactory system 
of accrual accounting for an appropriation or fund account, each proposed ap- 
propriation thereafter transmitted to the Congress for such account * * * shall 
be accompanied by a proposed limitation on annual accrued expenditures.” 
This determination has been made for the appropriation accounts of the Canal 
Zone Government and, accordingly, the 1961 budget estimates both for operating 
expenses and capital outlay provide for a limitation on annual accrued expendi 
tures. The bridge between obligations and accrued expenditures for each ap- 
propriation account is shown in the program and financing schedules in the 
budget document. 

GENERAI 


WATER 


I have been unable to secure agreement with Panama on the price Panama 
shall pay for filtered water sold to Panama by the Panama Canal Co. The cities 
of Colon and Panama and the suburbs of the latter city have been supplied water 
from the Canal Zone system since its inception. No other purified water is 
available. We have offered water wholesale, at cost, at the border for 8 cents 
per 100 cubic feet, and Panama has offered to pay 7 cents. However, the deri- 
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vation of the rate for water is not a matter of bargaining. We have exact 
knowledge of the costs that go into the production of filtered water and I be- 
lieve these costs should be recovered from the user. 

The very real importance of this is, that with Panama City’s growing suburban 
population and correspondingly increased water needs, major capital plant ex- 
pansion by the Panama Canal Co. is essential to meet these needs. A $788,000 
project to provide a new 30-inch pipeline should be started this year. The ex- 
penditure would be entirely for a purpose other than operation of the canal or 
the zone. It would be for augmenting a service that we have been furnishing 
the two terminal cities for many years and, although the presently offered price 
of 8 cents is seven-tenths of a cent below what they are now being charged, the 
new rate can be justified on the basis of increased consumption. I do feel, how- 
ever, that the company cannot budget and defend this expenditure until an agree- 
ment is reached with Panama that will justify the expenditure and provide for 
repayment of a major investment. 


rREATY PROPERTY TRANSFERS, 1955 


All properties in the cities of Colon and Panama to be given by the United 
States to Panama under the 1955 treaty have been transferred except for the 
following: 

Cristobal High School.—The deed for this is in Panama’s hands for review and 
the property can be transferred at any time. 

Colon railroad station.—Replacement in Cristobal of the Colon railroad sta- 
tion is about completed and transfer of the old property should be effected this 
fiscal year. 

Panama railroad station.—With respect to the Panama Railroad facilities in 
-anama City, the replacement freight house in the Canal Zone is complete and 
ready for occupancy. Construction of the replacement passenger station in the 
Canal Zone has been advertised and it should be completed in about 6 months, 
Thereafter all railroad properties in Panama City will be transferred to Panama. 


FAA HOUSING 


The Federal Aviation Agency expects to occupy by September some 100-odd 
units of permanent family housing which it is constructing in the Canal Zone. 
This housing development is situated at Cardenas, a site which we partially de- 
veloped several years ago prior to a cutback in the program for housing our 
non-U.S. citizen employees. Part of the improvements we made at the time will 
be utilized under the FAA construction plans. During the course of last year’s 
hearing, the Senate Appropriations Committee suggested that we obtain the opin- 
ion of the Comptroller General whether transfer of these improvements on a 
nonreimbursable basis was authorized by section 204 of the 1956 Appropriation 
Act. We did this and the Comptroller General held in the negative. It appears 
now that the best solution would be the enactment of substantive legislation 
authorizing the transfer of these improvements without reimbursement as has 
been done in other similar instances. 

In the interest of avoiding the establishment of any duplicate facilities and 
managerial staffs, the Panama Canal Company and Canal Zone Government will 
provide security, fire protection, utilities, maintenance, and other services neces- 
sary to operation of the FAA townsite on a cost-recovery basis. 


PERSONNEL 


The records set last fiscal year for transits, tolls, and tonnage at the Panama 
Canal were accomplished without increase in personnel. This year and next, 
we again expect to set new records with no appreciable increase in the number 
of employees. We have a well-trained, loyal, cooperative, capable group of em- 
ployees with a well-defined sense of duty. They have been subject to commenda- 
tion by many people during my term. 


BOARD OF DIRECTORS 


It has indeed been a pleasure to work with and under the supervision of the 
Board of Directors of the Panama Canal Company. Their interest in all of our 
operations is intense and keen and no major project has received approval with- 
out a thoroughgoing examination by either the whole Board or a designated 
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committee. The budgets that I have presented to you have been the result of 
extremely hard work by the Budget and Finance Committee of the Board. The 
charter devised by the Congress which provided for this body of men has proven 
itself most sound in that provision. I take this opportunity of showing my ap- 
preciation for their guidance during my tenure as President of the Panama 
Canal Company. 

CONCLUSION 


As I approach completion of my tour of duty as Governor of the Canal Zone 
and President of the Panama Canal Company, I believe that I have been pre- 
sented with, or faced with, about all the problems one could possibly expect dur- 
ing this relatively short period. 

As I review the many problems experienced over these past years, certain items 
stand out. First and foremost, the canal as built remains one of the greatest 
engineering and construction jobs ever done by man. If we keep up a high 
standard of maintenance and if we continue with the program of the Board of 
Directors, including the channel widening and deepening, provision of lights, new 
tugs, ete., it can continue to do its job up until its full maximum capacity is 
reached. I have conceived as my major job the operation of the canal with 
this philosophy in mind. However, even with the dedication of the operating 
force we will be in difficulties within the next decade and a half. It is up to the 
administration and the Congress to decide which of the several possible solutions 
best meets the demands of our and the world’s commerce, giving full considera- 
tion to the needs of security of our industrial machine and the production and 
transportation of raw materials for its use. 

My second major point has to do with the ability to coordinate what exists 
between the military command and the Governor in most aspects of our rela- 
tions. Both of of us report to the same boss, the time of coordination (and in 
many instances time has been of the essence) has been a minimum. In my 
tenure there have been three general officers occupying the position of com- 
mander in chief, Caribbean, and seven officers occupying positions as commander 
of one of the services in the Canal Zone. In every case our relationship has 
been of the best and I feel that this relationship has been a major factor in 
not only the harmony that exists but also in a solid security coneept for this 
major artery of world commerce. 

Finally, I appreciate the interest that this committee has given to our re 
quests. No supervisor could have expected the continuing interest that the 
members have given. Your many trips and cheerful submission to long briefings 
and detailed inspection have greatly facilitated my task. Without this coopera- 
tion our canal would not be as good. 

This concludes my prepared statement. I shall be glad to answer any ques- 
tions you have concerning our complex activities. 


INCREASED TRAFFIC 


Governor Porrrer. May I bring you up to the current situation with 
respect to our traffic. After all, we are in the Canal Zone to take care 
of traffic. That is our main purpose. I again bring the charts I have 
used before the connie some four times, and I bring them specifi- 

cally to show you last year’s traffic which continues ‘the steep and 
abrupt rise in commerce of the world which is indicated, or somewhat 
measured, by transits through the canal. 

When I went to the Canal Zone 4 years ago, transits through the 
canal were 23.1 average per day. 

This last year they were 28.9, or a growth of over five ships per day. 

The number “five” does not sound great but when you consider that 
five ships per day on the average are going through more than went 
through in 1956, it is a good measure of the increased operation. 

It is not merely growth of averages that is concerned. We ean take 
care of the average, but it is the peaks that count. This chart shows 

the daily average transits in green. You will notice how they vary. 
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Last year we had a peak day of 43 ships, and as a result of that 43, 
we built up in 1 week 110 holdovers, which is more than we norm: lly 
built up, or about the same number as we built up, in about a year in 
the past. 

The black line is the 12-month moving average. It is the leveled- 
out growth and compares to the chart we had before. 

It is of interest to know that over the last 5 or 6 years tankers have 
grown just slightly in numbers, but by volume measurement the 
amount of oil has increased a great deal. 

Another thing that perhaps is our major problem is the clear cuts 
and larger vessels. This [indicating on chart] is 1956 when we were 
getting as high as 72 or 73 a month, in one case 80. The first part of 
1960 we had 135 clear cuts in 1 day. The clear cut ships you will 
notice are going up on the average of about five or six per month. 

Mr. Horan. What is aclear cut ? 

Governor Porrer. A ship that must go through the cut without 
passing a ship coming the other way. That, in effect, cuts down our 
ability to transit one ship that day when we are up to capacity. 

This red line is the danger line. It is what actually measures our 

‘apacity, and as you can well see the clear cut ships are defined largely 
as clear cut because of size, draft, or unwieldiness, and they are getting 
very large. 

On large ships we define them as ships of over 80 feet in width. 
You will notice, also, there has been a steady growth here and in the 
last 2 years a considerable growth in the number of large ships. 
Large ships cause us problems because while edonity they are clear 
cuts they are also those which demand tugs, and we are in short sup- 
ply of tugs so far as numbers and horsepower and we are asking for 
some consideration of that request in this budget. 

This is more or less a repetitive chart. It is in here for one pur- 
pose, and that is to show you how the actual growth in transit over 
the last 12 years has followed a definite increase line, and that line 
projected brings us up toa figure that is within the planning capa- 
bilities of the organization to do something :bout. By that I mean 
by 1970 it is possible we will start shortly to make ourselves capable 
of doing that number of transits. 

You can see at the present time we are just about 10,000 or 11,000 
ships a year. This predicts that by 1970 we will be up to 15,000 ships 
a year. 

While the average will not be of excessive seriousness, the peaks 
above and below 15,000 will put us on some days in the 50 to 55 num- 
ber of arrivals per day. 


GROWTITL IN FOREIGN SHIPPING THROUGH CANAL 


Mr. Bow. Yesterday I heard you give some figures on foreign ships 
in transit in the canal and the tonnage they were carrying. It would 
seem to me this would be a good place in the record to insert those 
charts and give the committee some information about the increase in 
the foreign shipping through the canal. 

Is that satisfactory, Mr. Chairman ? 


Mr. Preston. That would be very helpful. 
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Governor Porrer. In a presentation yesterday before an organiza- 
tion interested in our economic picture worldwide, I told them that at 
the end of the war our traditional trade rivals—Germany, Japan, and 
Great Britain—were more or less on their uppers, world competition- 
wise. We did a great thing for the free world when we assisted those 
nations in building back their production capability. 

While I know nothing about their entire trade worldwide, the canal 
is at a measuring point, so to speak, and I submitted these figures, 
For Germany, for instance, the average from 1935 to 1939 through the 
Panama Canal was 340 ships per year carrying a tonnage of a million 
and a half. After 1939 there were no more German ships going 
through, of course. 

In 1951 the first sign of their resurgence was evident. Four ships 
showed up that year carrying 5,000 tons total. 

In 1959, as the result of steady progress and growth, 1,039 ships 
transited, carrying 3 million tons of cargo. 

As to the Japanese, the average 1935 through 1939 was 274 ships, 
1,734,000 tons. Their resurgence started in 1951 when 40 ships went 
through carry ing 318,000 tons. 

In 1959 800 ships w vent through carrying 514 million tons. 

Great Britain presents. a different picture which is quite interesting. 
Their average from 1935 to 1939 was 1,328 ships per year with 614 
million tons of cargo. 

In 1947 they hs id 892 ships carrying 514 million tons. They varied 
back and forth around the 1,000- ‘ship mark from then on until 1959 
when they were up to 1,234 ships, or still 100 less than they had on the 
aver rage before the war, carrying 7 million tons of cargo. 

[ think it is interesting to see the great resurgence in the economy 
of Germany and Japan. They are people with whom we have com- 
peted worldwide during our entire existence, and it is a great picture 
of what our economic assistance has done for these nations. 

Mr. Bow. I will ask these charts be made part of the record at this 
point, and I should like to ask a further question if I may. 

(The charts referred to follow :) 
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Growth in shipping through the canal since the end of the war 


GERMAN 
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Mr. Bow. Do you have a record of the U.S. shipping comparable 
to this shipping ? 


Governor Porrrr. The U.S. shipping is shown on these charts. 

Mr. Bow. The numbers of ships / 

Governor Porter. Yes, sir. | 

Mr. Bow. Does that take in military and others ? 

Governor Porrer. No. 

Mr. Bow. Is it broken down to the same comparable type of ship- 
ping we have here ? 

Governor Porrrer. We have that data and it will be made available. 

Mr. Bow. I think it should be, and over the same period of time. 

Governor Porrrr. I would like to say we should put those on the 
basis of commercial ships rather than war vessels. 

Mr. Bow. I refer to commercial ships, those comparable to the list 
you have here. 


I believe you had one other chart analyzing this, did you not ? 
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JAPANESE FOREIGN TRADE THROUGH CANAL 


Governor Porrrr. The additional charts are an analysis of Japan’s 
foreign trade through the Panama Canal and where it is going to and 
coming from, imports and exports. 

Another item shows the principal commodities in their trade as far 
as we see them, and that is perhaps only a small part of their total 
trade. 

U.S. exports passing through the canal have increased from 6.4 
million long tons in 1947 to 13,814,000 tons in 1959, or an increase of 
116 percent. 

U.S. imports through the canal have increased from 4,230,000 long 
tons in 1947 to 15,125,000 long tons in 1959, or an increase of 257.6 
percent. 

Mr. Preston. So there is a direct relationship between those figures 
and the figures you gave earlier about the increase in German and 
Japanese shipping ¢ 

Governor Porrrr. Yes, sir. We have increased greatly, also, which 
shows we are not losing out. 

I brought the figures out largely to show what our assistance to 
friendly nations has done to build back their economic structure within 
their countries. 

(The charts referred to follow :) 


Japanese foreign trade through Panama Canal, fiscal year 1959 


Exports of Japan to: 


East coast United States: Long tons 
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Japanese foreign trade through Panama Canal, fiscal year 1959—Continued 
Exports of Japan to—Continued 
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Principal commodities in Japanese trade 


Imports: Long tons 
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ITEMS OF INTEREST 


I. Sharp growth in coal moving from United States to Japan. Japan, prior 
to the war, received her coal from Manchuria. During postwar period coal 
movements from east coast of United States to Japan have increased from 218,000 
long tons in 1950 to 3,103,000 tons last year. 

II. The volume of U.S. exports passing through the canal has increased from 
6,386,000 long tons in 1947 to 1: 3,814,000 tons in 1959; increase of 116.3 percent. 

U.S. imports have incres ised from 4,230,000 long tons in 1947 to 15,125,000 long 
tons in 1959; increase of 257.6 percent. 

All types of ores and primary metals imported into the United States and 
passing through the canal have increased from 2,268,000 long tons in 1947 to 
6,549,000 long tons in 1959, an increase of 188.8 percent. Iron-ore movements 
through the canal to the United States have increased from 1,585,000 long tons 
in 1947 to 5,302,000 tons in 1959, an increase of 234.5 percent. 

III. Postwar period has seen the growth in foreign trade of the west coast 
of the United States. Imports of west coast of United States increased from 
278.713 long tons in 1947 to 3,281,059 long tons in 1959, an increase of 1,077 
percent. This growth has been due mostly to the increase in petroleum. During 
this time the west coast of the United States has moved from a position of a 
surplus in crude to a position of a deficit in crude. In 1947 only 30,915 tons of 
petroleum and products passed through the canal to the west coast from foreign 
sources (excludes U.S. intercoastal). In 1959 this tonnage had increased to 
2,208,247 long tons. 

The exports of the west coast of the United States (excludes U.S. intercoastal) 
increased from 2,296,000 long tons in 1947 to 3,106,000 tons in 1959. 


(Discussion held off the record.) 

Governor Porrrer. These tables I gave you are only Panama Canal 
traffic. Panama Canal traffic, even though it is 50 million tons, is 
something under 10 percent of world oceangoing commerce. I have 
no know ledge of the rest of the world’s commerce. 

Mr. Bow. On that figure you gave us of 10 percent, what percentage 
of world commerce is carried in the Suez? Do you know that? 

Governor Porrer. Their tonnage is a little greater than ours but 
it is largely, as you well know, oil ‘and oil products. 

Mr. Crepereera. Off the record. 

(Discussion held off the record.) 








ADDITION OF EXTRA CREWS 


Governor Porrrr. In order to take care of the traffic we have had 
as indicated by these charts, Mr. Chairman, we have added two extra 
crews in our operation. The Gatun Locks operate 24 hours a day 
on one lane and we are in the process of putting an additional crew 
on at Miraflores to cover both Miraflores and Pedro Miguel. 


RAISING LOCOMOTIVE TRACKS 


Panama Canal capital program, while large, includes all recurring 
items except $1.5 million. Items in that million and a half dollars 
include raising the locomotive tracks in the emergency dam depres- 
sions. You gentlemen remember those old swing dams that were on 
the locks with which we have done away. Depressions that had to 
exist under those swing dams in order for the locomotives to get by will 
impede the operation of our new locomotives when we get them so 
there is a half million dollars in there to fill up those depressions and 
level off the lock walls. 


MARINE TRAFFIC CONTROL SYSTEM 


There is an additional item in that million and a half dollars for a 
marine traffic control system. While we do not need it for today’s 
traffic, by the time it is designed and in place, and people trained to 
use it, we will have to have it. It is an electronic system of traffic 
control. 

We have a program called the program of the Board of Directors. 
In, effect it is the short-range study which has been adopted by the 
Board. We have named it the program of the Board of Directors. 
It has been before this committee and approved. 


WIDENING PROGRAM 


Further widening is envisaged, and I would like to refer you to the 
chart of the cut which is the seat of most of our problems. 

This is Pedro Miguel lock up here. This is Gamboa right here. 
This distance is 8 miles. 

When I went to the Canal Zone we were widening this stretch (the 
Paraiso reach) to 500 feet. Only one other section 500 feet wide 
existed, and that is the Culebra reach, which was widened over a 
period of some 20 years and was finished in 1955. 

We let a contract last year to widen the mile and a few tenths of 
the canal past Gold Hill and Contractors Hill. 

That contract is being accomplished by Merritt-Chapman & Scott, 
very efficiently. They are 6 or 7 months ahead of schedule and doing 
an excellent job. That will give us this section 500 feet wide as 
against 300 feet wide. 

Mr. Horan. Did I not see that work being done last year? 

Governor Porrer. Yes, sir. Therefore when they are done next 
year we will have some 4 miles of the canal at 500 feet. 
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One of the projects in the so-called short-range study had to do 
with widening a bend at this point, a project of some $4 million. 
It became obvious that this whole cut had to be widened, so I did 
away with the Paraiso mooring station, $1,800,000; which, when the 
canal is entirely widened, w ould be of no use whatsoever, and added 
that to the amount for the Paraiso Bend, and referred it to the Board 
of Directors, the Bureau of the Budget, and this committee, and we 
now have under advertisement Empire reach which is 1 more mile of 
the cut to widen to 500 feet. 

That will leave us with 3 miles of cut at 300 feet which should be 
widened progressively and should be presented to you in future pro- 
orams, it being approved by the Board of Directors and will be 
presented in our normal budgeting process, 

More intimately, sir, this [showing photographs] is the job of 
Merritt-C hapman & Scott looking at it from two directions. This 
is Contractors Hill, and you can see how we shaved it off more than 
it was shaved off before, in 1954-55. The contractor has done a great 
deal, almost all, of the earth excavation, the job ending at this point 
[indicating]. They are engaged now in drilling and blowing up the 
underground part which is being removed by the Government dredge 
Cascadas. Thisisaseven-plus million dollar job, and it is going ahead 
in really good shape. 

This picture shows Gold Hill, where we avoid any excavation because 
it is such a huge mass of rock and you have to take out so much to 
get just a little widening done. 


PANAMA CANAL LINE 


I would like to report that the Panama Line as of now is operating 
at a profit after depreciation. 1 would like to report two o examples 
of where I just had to have the Panama Line this past ye 

We were well informed, as everybody was, that a ae edores in 
New York would probably go on strike. We ‘do not carr 'y more than 
about a 20- or 30-day supply. of food in the Canal Zone. These strikes 

can last a long time. We got our purchasing office in New York on 
the ball and shipped down very early an additional month to month 
and a half worth of supplies and we were able to buy it and get it on 
our ships and get it down there. 

Whether or not we would have been able to do that using commer- 
cial shipping I do not know. I do know that I was positive I could 
get that food and those supplies down there with our own ships. 

Another example, at the time of the unpleasantness on November 3, 
as you know we normally buy 1,300,000 pounds of beef from Panama, 
we had about 20 days’ supply on hand. I could not tell when we 
were going to get back into the abattoir and start getting local beef. 
By telephone we ordered the New York office to purchase 90,000 
pounds of U.S. beef and get it down to the Canal Zone. Ninety thou- 
sand pounds carried us up to January 1. We were able to get back 
into the abattoir much sooner than I thought. Nevertheless, I think 
it is an example of how we can control what we need to have in the 
Canal Zone by having our own ships. 
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PANAMA RAILROAD 


The railroad showed its great worth this year. As of the Novem- 
ber 3 incident the temper of certain groups in the Republic was such 
that cars of the U.S. registry were subject to, in some cases, mob 
action, and it was even infeasible to send vehicles across the Bo yd- 
Roosevelt Highway from one side of the isthmus to the other. We 
were dependent entirely on that railroad for communications between 
Cristobal and Balboa for several days, and on November 28 it was 
the same way. 

At another time, quite recently, we had serious rains in December 
and we had a slide on the railroad which put it out of existence for 
2 days, but at the same time there were extremely serious slides 
that took place on the Boyd-Roosevelt Highway, six in fact, which 
closed the road for over a week, and while it is back in operation now 
there are two or three bypasses which inhibit full use of the highway 

I would say, sir, that the wisdom of this Congress in requiring a a 
railroad to st: Ly in operation has not only been amply justified but at 
this point I would like to tell you that the security of the Canal Zone 
can depend on the existence of that railroad, and no matter how much 
money it might lose I think it should be kept in operation. 


PANAMA CANAL BRIDGE 


The bridge is going along in fine shape. We have all contracts 
awarded except that for steel. Under U.S. policy we advertised 
internationally for the steel. We put in the advertisement enough 
percentages which were to be built into a foreign bid in case a foreign 
bid come in which were necessary because foreign steel shapes are 

generally not exactly the same as U.S. steel shapes. Consequently 
beams w eigh more. The fillets are differently shaped. 

Using foreign steel we felt the bridge would have to have redesign. 
Also under the Government practice 10 percent was added on top of 
that to provide some protection to American industry. 

The low bid was a foreign steel bid to be erected by an American 
contractor. In other words, this American contractor bid foreign 
steel. 

The second low bid was an American firm. The difference was in 
the neighborhood of $700,000. 

When we added to the foreign bid the required items that were in 
the specifications, the difference came down to a very small amount 
but still the foreign steel bid was low. 

I must present the entire problem to my superiors. I have two men 
in Europe at the present time, highly qualified people, inspecting the 
fabricating plants to see whether in fact they can produce the kind 
and quality of steel on time. They will report to me. I will present 


their findings and my findings after getting their report to my | 


superiors. 
Mr. Fioop. Who are your superiors? 


Governor Porrer. The Board of Directors. This is a Company | 


matter. 
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REDUCTION IN BUDGET ESTIMATE 


On the part of the government I am doing something today that 
I have never done before in my life. I am presenting an operating 
budget for the Canal Zone Government which is less than the budg et 
of last year. I admit the amount is not great, only some $50,000, but 
I am surprised that it is possible. We are doing away with no func- 
tions. They are all being carried on in the same way as in the past, 
but through economies and consolidations it will be possible to operate 
the Canal Zone Government at a lesser figure than last year. 

Mr. Preston. You certainly have the commendation of this com- 
mittee for this accomplishment. 

Governor Porter. It is only $50,000. 

Mr. Presron. You are unique in that category, I wish to assure you. 

Governor Porrrer. On the capital side, I ‘brought Dr. Faison with 
me, because the budget would be about the same capitalwise as it was 
last year except we now have in this budget capitalwise the hospital 
program for the Canal Zone and my proposal for an appropriation. 

I would like to have Colonel Faison present to this committee 
the layout of that hospital as soon as I finish a couple more remarks. 


CONTINGENCIES FOR GOVERNOR 


Last. year for the first time this committee put in the government 
appropriation an item of $15,000 for “Contingencies of the Governor.” 
[explained to you that after the May riots a year and a half ago I 
found there were moneys which had to be expel nded because of activi- 
ties of these mobsters. This last series of incidents has cost us about 
$34,000 which, obviously, were not covered by the $15,000, but by 
economies in various places we will be able to pay for the cars that 
were burned, damaged, and other things that had to be done. 


COST OF WATER 


I would like to report to the committee that I have been unable to 
arrive at an agreement with the Republic of Panama with respect to 
the cost of water. At the present time we charge the Government of 
Panama 8.7 and 8.9 cents per hundred cubic feet for water delivered 
to Panama at the boundary. 

The growth of Panama and their commendable construction of new 
water mains to serve parts of the city that never have been served 
before indicates to us that our ability to furnish water at the boundary 
will give them serious problems within the next year or year and a 
half. I will not have the capacity in my water system to get the 
amount of water that they will require for these new distribution lines 
that they are building in the Republic and which now are ready to 
go into service. 

There will be a time within the next year and a half when we will 
have to throttle down a valve to keep the capacity safe and secure in 
the Canal Zone tanks. 

I proposed to the Republic of Panama well over a year ago that I 
would be required to put in a new major main in the Canal Zone from 
the filtration plants to the Corozal pumping station which would cost 
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in the neighborhood of $750,000 solely for the purpose of furnishing 
water to the Republic. 

I told them, however, that I was sure that the Congress would 
look askance at this kind of an expenditure, which was not part of the 


operation of the eanal, unless I could show the committee that I was 
I 


secure in the funding and repayment of that line. 

We analyzed our water costs, based on the increased use of water 
and I offered to Panama water at the rate of 8 cents per hundred 
cubic feet or seven-tenths and nine-tenths of a cent less than they are 
paying at the present time. 

Unfortunately, this became highly political. Some unfortunate 
statements were made by engineers in Panama. They attempted and 
did bring into it ra sovereignty question. They demanded we let 
them have water at 7 cents. “My charter is such that I must. recover 
our costs. 

The difference in the two figures is largely the Company overhead, 
not the government overhead, which is not in the figures at all, but 
the Company overhead, which covers the expenses of the Company 


ee ———EEE———EE 


headquarters which are added to all of our operations and which are 


a proper part of our business activities. They claim that overhead 
should be eliminated and that we should sell it to them at 7 cents, 
The cheapest cost that we can sell water to anybody in or out of the 
zone is 8 cents a hundred cubic feet, and come out even. I believe 
Congress expects me to recover our costs in any of our operations. 


PROPERTY TRANSFERS 


I would like to report that the property transfers are completed | 


except for the two railroad stations and the high school and the old 
hosnital in Colon. The papers having to do with the transfer of the 
high school and hospital have been in Panama’s hands for some 
months. 

I have practically finished the new station in Cristobal. It occupies 
the building of the old commissary in Cristobal. It will be ready to go 
into operation within the next few days, at which time I will prepare 
the papers to transfer the old station to the Republic. 


GENERAL COMMENTS OF GOVERNOR 


This statement is more or less my swan song, Mr. Chairman. | 


would like to put in these comments. This is a greater canal every | 
vear. It is more important to the world than ever. The traffic, as I 


have shown you, is posing increasing burdens on the structure. We can 


conquer those burdens by progr ams such as have been suggested and | 


the predictions that I have given the committee with respect. to 
further widening of the cut. There is no need for this canal ever not 
to be able to take care of its traffic which can get in the locks for 
15 to 20 years. It could take care of it much longer if our commerce 


and world commerce would stand still for holdovers, but I do not | 


think U.S. efficiency would receive any accolades if we started to cost 
shipping millions of dollars because of holdovers—shins which can- 
not go through the day they arrive—and wait an additional day or 
more. Each of those days would cost. that ship $3,000 to $4,000. 
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I do not think the United States ever has put its money in a facility 
that has served the world better in an important function. Ithink the 
organization and concept of our operation there, the government and 
the C ompany, the way the Congress set it up with a Board of Di- 
rectors, is an outstanding piece of legislation, one which has operated 
satisfactorily and has griven me a great deal of pleasure to operate 
under for the time I have been there. 

I would like to commend our Board of Directors, sir. They are out- 
standing men. They are business people largely. They are salted 
with experience in the case of the two Governors who are still on 
the Board. They have given unstintingly of their time. The budget 
and finance committee made three trips to the zone this year looking 
over the various phases of our budgeting. They in person examined 

each item that is in this budget and the program for the future. They 
get nothing for this work. 

I praise the military very highly. The coordination between the 
military and myself over the time I have been there has been out- 
standing. There has never been rancor or ill feeling. They recognize 
that their problems are my problems and my problems are their 
problems. 

There has been a diminution in the oldtime jealousies that might 
have existed between lower echelons of the organizations, I think. I 
think that General Gaither is an outstanding soldier, and General 
Dasher is one of the finest Army officers I have ever seen in action. 
Cooperation from Congress has left nothing to the desired. I have 
had many years of experience in committees such as this. The differ- 
ence is that you gentlemen have come down and seen what we are 
doing. I have to do little talking. You have seen it and you know 
whether it is good or bad. 

I would like to praise our employees who have received numerous 
commendations from people who have come down there and have said 
they have never seen a group of executives and workers who are more 
dedicated to a task and did it so well and cheerfully. 

That is all I have, sir. 


COMMENDATION OF GOVERNOR 


Mr. Preston. Governor Potter, it is with some sadness to this com- 
mittee and to me personally that we hear you say that this appears 
today to be your swan song as Governor of the Canal Zone. I think 
I speak the sentiment of this committee when I say that you un- 
doubtedly, by devotion to the problems of the canal and your splendid 
background and experience, have been one of the greatest Governors 
the Canal Zone has ever had. It has been our good fortune, as you 
just said, to see firsthand what you have done. One of the things that 
has impressed the members of this committee as we have been to the 
Canal Zone, and as you have appeared before this committee, is the 
fact that you have such a detailed grasp of all of the facts and things 
concerning the canal that are so vital to its proper operation. It is in- 
deed a rare occasion when you have to refer to staff members to answer 
questions or give us information in the hearings or in our visits. We 
wonder at times how you have been able to in such short time become 
so thoroughly familiar with the operations of the canal. 
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We will certainly miss you in the future when we have hearings on 
the canal but we hope that the fortunes of the military will smile on 
you and that you will in the future be located near enough or in 
Washington where we can keep in contact with you. We certainly 
wish you the best of luck in your future endeavors. 

I might say this further, Governor: In the 14 years I have been in 
Congress I have never known of a Government official to appear 
before the various committees of the Congress who commanded more 
respect than do you, or a witness who came better prepared to present 
the affairs of the Government to the committees of Congress. It 
is to your everlasting credit that you have been dedicated and devoted 
to your responsibilities, and we are proud of men who give unstint- 
ingly of themselves to the cause and promotion of this fine Govern- 
ment of ours. 

We recognize, also, that you have had splendid assistance from your 
staff and that without that you would indeed be ser iously handicapped 
and could not make the fine presentations that you do. We wish to 
recognize the esprit d’corps of the people connected with the canal, 
the employees, staff people, and military, all those people who have 
made wonderful contributions. We would not to any degree minimize 
their importance in establishing the degree of success that you have 
achieved. 

Mr. Bow. If the chairman would yield, without repeating what 
the chairman has said I would like to say that the minority joins with 
the majority in this case in all of the expressions that have been made 
by the chairman, and we, too, will miss Governor Potter’s experience 
before this committee and we, too, wish him Godspeed. 

Thank you, Mr. Chairman. 

Mr. Preston. At this point I think it would be advisable to open 
the hearing for general questions rather than specific questions on 
the budget. If the committee will cooperate in that respect we will 
make a better record and I will be glad to inquire of the gentleman 
from Pennsylvania, Mr. Flood, if he has questions at this point. 

Mr. Fioop. I would like to say this: For me to say too much on 
this record about the situation in Panama would be gilding the lily. 
My attitude toward Governor Potter is indicated on the floor. Mr. 
Chairman, in a debate on the general problem of the Panama Canal 
Zone within the last week. 

I am pleased to hear you say what you did, Mr. Chairman. IT am 
pleased to hear Mr. Bow add to it. T knew you both felt that way 
because you have expressed that before to me and to others. 

[ just cannot believe that this officer should be retired from the com- 
mand in this area at this time. I thing it would be most ill-advised. 
I am not concerned about precedent. T think under all the circum- 
stances peculiar to the situation in the Caribbean generally, and 
particularly in the Panama Canal Zone area at this time, the eyes of 
the world are focused on that area. I know of the great concern the 
Department of Defense has with regard to the situation there as it is 
developing. TI can assure you it is true. They expressed that opinion 
tome at length many times at the highest level. 

The appointment of a Governor ‘by the Chief Executive should al- 
ways be done in the best interest of the Nation; and the best interest 
of the United States of America—and that is the Nation of which I 
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speak—under all circumstances demands the appointment of Gov- 
ernor Potter to another term as Governor of the Canal Zone, whether 
he likes it or not. I am sure he would not ask for it and if he did 
he ought to have his head examined, but that is another problem. 

I think Governor Potter’s conduct as Governor under the trying 
circumstances of the disturbances in the Canal Zone and the Republic 
of Panama area within the past year calls for the very highest com- 
mendation of his administrative and executive ability as the Gover- 
nor and also the other hat that he wears as an officer of the U.S. Army. 
Itis a very difficult problem. 

He has never at any time forgotten that this is a civilian govern- 
ment. He has never thought for a minute that the Army gives orders 
in Panama. He knows that is not the case. The Army in this Nation 
and in the Panama Canal Zone obeys orders and do not. give them. 
That is the way it always has been and that is the way it should be. 

I believe that the Department of Defense, the Secretary of the 
Army, the Army Chief of Staff, the Chief of the Army Engineers, the 
President of the United States, and this Congress should have issued 
special commendation to Governor Potter for the performance of his 
duty with intelligence, reason, and courage. That they have not done 

so is a reflection upon everybody, including C ongress. 

I hasten out of concern to immediately notify Governor Potter of 
my unqualified support of his position immediately upon the out- 
break of any of these difficulties. 

I have always been distressed that the responsible American au- 
thorities went to great pain to compliment and commend administra- 
tors and executives of the police and Republic of Panama but never 
at any time had a kind word to say about any of the Americans there. 
So, out of an abundance of caution, I issue this commendation to the 
Americans for what it is worth. I am sorry I do not have a greater 
position and prestige to lend greater force to it. 

I propose to introduce a resolution commending you under all the 
circumstances, not that a general officer or a governor asks for special 
commendation since he is always performing his duty, anyway. I 
understand that. I donot want to embarrass you. 

This is the first time I have had a chance to talk to you about this 
problem since it arose, and if our friends in Panama think that you 
a I are engaging in a conspiracy or talking to each other by tele- 
phone or by carrier pigeon they are crazy. You and I know that this 
is your first appearance before me since any of these troubles hap- 
pened. 

What about the proposals for the basins in the Pedro Miguel area? 
If this canal is going to go on as you say and be this important to the 
commerce of the world and this Nation, it is suggested that much more 
has to be done than has been suggested up to now, merely widening 
this point and that point. 

You know the legislative committee under the jurisdiction of Rep- 
resentative Bonner, of North Carolina, has an expedition engaged 
in exploring its potential. You know there has also been discussed a 
sea-level canal. 

I am increasingly impressed by the advisability of a canal at 
Nicaragua, and I joined that school very late and reluctantly. 
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Knowing that it binds nobody, it has no more import than your 
opinion merely, would you say a word or two about any two or three 
of these problems? 

Governor Porrrr. I deeply appreciate the words that have been 
said. I would like to clarify it this way: My organization is so good 
and so great that they make sure that the frontispiece that comes be- 
fore you is well polished before he shows up. I refer to Mr. Steers, 
Mr. Magnuson, and the rest. 

Mr. Froop. Hei is, literally and figuratively. 


FUTURE OF CANAL 


Governor Porrer. The question as to the future of the canal: Sure- 
ly anybody who has had the long experience that you have, Mr. Flood, 
in this problem, is well versed in the controversy that took place at 
the turn of the century as to whether we should build a canal and what 
kind it should be, and how long it took before that problem was de- 
bated down to the point where the Congress arrived at a proper solu- 
tion as to what would be done. 

I visualize and have always said that a proposal as to what should 
be done should be given to the Congress for their consideration several 
years ahead of the time the work had to be authorized and started 
because the problem is of such importance to the world and to us 
that it must be thoroughly examined by the proper committees and 
by the whole Congress. 

Mr. Fioop. You recognize the United States of America has a re- 
sponsibility to world commerce and to the nations of the world in the 
operation and maintenance of this canal, other than to itself alone. 

Governor Porrer. Yes. If it were for ourselves alone, sir, we 
would probably get. by with what we have for more years than we 
plan to at the present time. 

It would be less than good if we did not examine all elements of 
what make up a successful interoceanic canal, when, as, and if those 
problems are presented finitely to the committees of the Congress. 

I am not authorized by the Board of Directors to give interim re- 
ports, and I do not think I should because arguments start on interim 
reports and none has been finished. We w ill have, I hope not too far 
in the future, a complete report on our rec ommendations. 

There is one part of it that I would like to call to your attention 
and which I think will be the measure between what kind of a canal 
we do build and the one that might be in competition. 

My present payroll is $45 million a year. 

Mr. Froop. What do you mean by your payroll? What is that! 

Governor Porrer. Employees. 

Mr. Froop. Company and the Zone Government ? 

Governor Porrer. Company and government, $43 million a year. 
Our charter requires that the Company pay the cost. of the Canal 
Zone Government. Our payroll over the last 15 years has risen by a 
little over 5 percent per year. Doing the necessary calculations, you 
find $43 million at 5 percent in 10 years, about $70 ‘million. 

There is very little chance of the size of the organization for a lock 
canal getting much smaller. “Non arguendo’ J just learned that 
word yesterday. 
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Mr. Fxoop. In your position as the great Governor, we would say 
in the same legal Latin, and I do not want you to think it applies to 
you, “Injuriam facere non potest rex,” which translated by lawyers 
says, “The king can do no wrong.” 

Governor Porrer. We call this to your attention. 

We have almost 14,000 employees. A sea-level canal in Panama 
could get by with approximately 500 employees. 

Mr. Fioop. In Panama ¢ 

Governor Porrer. A sea-level canal anywhere. 

Mr. Fioop. You know why I make the distinction—in Panama or in 
the Canal Zone—I am looking at the question of sovereignty. If we 
had another canal, it would call for another treaty with Panama. 

Governor Porrrer. Let us say we are considering a sea-level canal in 
country X. The number of employees there would be between 500 and, 
say,750. That entirely depends on the amount of facilities you want to 
put at that place. 

A sea-level canal, gentlemen, looking at it purely financially is the 
only one that can start to pay off practice illy as soon as it is completed. 
Any other kind of canal will require increasingly large toll additions 
in order to break even. 

Mr. Fioop. Do I understand that a chapter or a part of the pro- 
posed report to which you referred a few minutes ago will contain 
this kind of comment ¢ 

Governor Porrrr. Yes, sir. It will contain a complete analysis of 
the operation and maintenance costs of various types of canals, sir. 

Mr. Fioop. When do you expect this report to be filed? Can you 
give us an educated guess on that ? 

Governor Porrer. I really do not know, sir, because I would 
assume—— 

Mr. Fioop. Take a shot at it. 

Governor Porrer. It could be ready by the middle of the year, I 
presume. 

Mr. Fioop. The middle of this year ? 

Governor Porrrr. It has to go through various echelons of the 
Executive. 

Mr. Fioop. Sometime around the middle of the year ? 

Governor Porrer. I would propose or suppose. 

Mr. Frioop. There is no need at this point before this committee to 
develop that thesis further. You have stated it succinctly. I raised 
this in my inquiry first. That does not give it any value over yours. 
Tam interested—and you and I kicked this around off and on by letter, 
but not. in too much detail—I am interested in the proposals of a gr oup 
of engineers who impressed me mightily on this canal and that is the 
changes in the physical structure ‘of the existing canal and the im- 
pounding of areas in the Pedro Miguel locks and the pooling and other 
concentration points on the other side of the canal. This is not a new 
theory or presentation. It has been proposed down through a period 
of years. I am tremendously impressed by the quality and the number 
of the very best engineers in this kind of thing that we have who in- 
sist and persist that ‘that is what should be done. 

Governor Porrer. Sir, when that so-called terminal lakes plan was 
first advanced, wages were not too important an element of our opera- 
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tion. We had not gone into a wage spiral. You will remember that 
was done about 1940. It first came up way back when. 

I would like to say that for a lock canal plan a concentration of the 
locks at Miraflores and the elimination of Pedro Miguel gives a more 
efficient canal than any other lock canal plan. 

Mr. Fxioop. I am concerned about these holdovers that we talk 
about, too. 

Governor Porter. Yes, sir. I personally think that a lock canal 
plan should not be an element of consideration if we are thinking 
about the cost to the American people eventually rather than the cost 
at the time of construction. 

Mr. Fioop. And, of course, you hold no brief for, if there is to be 
another canal and if you think it should be sea level, for the reasons 
you have indicated, the yardstick being primarily one of cost and 
immediacy of income therefrom, you hold no brief for any particular 
place where that canal should be laid ? 

Governor Porter. No, sir. 

Mr. Foon. I think the chairman later on will go into the details. 
There were a number of things I wanted to ask you concerning the 
cost and operations of the canal, itself. I think that does not come 
at this point. I am sure the chairman will cover it, anyway. That 
is all, Mr. Chairman. May I say this final word? 

In leaving you at this point on the record, in view of my known 
interest in this whole problem, this may seem to be a very brief atten- 
tion to you as the Governor appearing before my Subcommittee on 
Appropriations, but I want the record to be clear, and I am sure you 
know that the briefness of this examination at this point is in no 
wise a measure of my continued interest in the problem. 

Governor Porter. I have no doubt of that whatsoever, Mr. Flood. 

Mr. Bow. I think that I might say that I am delighted the gentle- 
man from Pennsylvania has confined himself to the budget of these 
hearings. It would seem to me that in the budget hearings it would 
be rather inappropriate to go into the political questions of Panama. 
I appreciate the gentleman’s position on that. 


DEPRECIATION ON SHIPS OF PANAMA LINES 


Governor, you mentioned the Panama Line was now showing a 
little profit, which is pretty good for a steamship line these days. 
How much depreciation are you taking on those ships now? Aren’t 
they pretty well depreciated ? 

Governor Porrer. We have extended their depreciated life to 35 
years, and they are now about 20. 

Mr. Sreers. The annual depreciation is approximately $180,000. 
For the first 6 months of the current fiscal year the figures are as fol- 
lows: Depreciation for the year is approximately $180,000. The oper- 
ating results through December, for the first 6 months of the current 
fiscal year, is as follows: Cash margin of $122,000, depreciation of 
$89,000, operating margin, $33,000. 

Mr. Bow. And you have extended it from the usual 20 years to 35 
years ? 

’ Mr. Sreers. That was done some years ago. 

Mr. Bow. Do these ships have to have approval of the Coast Guard 

to operate after 20 years? 
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Governor Porrer. We have an annual inspection every year, and 
we have each year passed with high praise. It is a Coast Guard in- 
spection. 

"a. Bow. Does the Coast Guard have to certify you for operation 
after 20 years? 

Mr. Wurman. The answer to your question is “No.” The 20-year 
figure you have in mind, I think, is the Maritime Administration limi- 
tation on the period that a passenger vessel may be kept in service by 
a subsidized line. 

Mr. Bow. Which, after that period, can continue if they have cer- 
tificates by the Coast Guard. 

Mr. Wuirman. Yes. The Coast Guard examines them for safety 
each year, but that has ncthing to do with the 20-year period. 


PANAMA CANAL BRIDGE 


Mr. Bow. Governor, I am interested, as you probably know, in this 
bridge and the manufacture of steel. You said that there had been 
some > figur es finally arrived at which would show the difference between 
the domestic steel and the foreign steel and that it would not be very 
great. You did not give us any figure. Could you give us an approxi- 
mate figure of the difference? 

Governor Porrrr. As of now, sir, and we have one more area of 
cost to assure has been included—I think it has; in discussion it only 
came up yester day, and I do not have the figures from the zone—but 
our analysis shows that after we have put in the proper percentages 
and amounts for foreign steel, the difference is in the neighborhood 
of $20,000. 

Mr. Bow. Now, that I may get this straight, the difference, as your 
figures now show, that by the use of domestic ‘steel the cost would be 
about $20,000 over the cost if foreign steel is used. 

Am I correct in that ? 

Governor Porrer. Yes, sir. 

Mr. Bow. That is all, thank you. 

Mr. Preston. Mr. Horan ? 

Mr. Horan. I have no questions at the moment excepting to state 
it is a nice experience to have General Potter with us to report on an 
operation that I think is successful. 

Off the record. 

( Discussion off the record. ) 


TOTAL EMPLOYMENT 


Mr. Bow. I have just one further question, Mr. Chairman, What 
is your total employment now, both Government and others? 

Governor Porrer. Do you want exact figures, sir? 

Mr. Bow. Yes, if you can. 

Governor Porrer. The av erage for 1961 will be 13,367. 

Mr. Bow. Could you break that down for the record and give us 
the figure for the last 10 years, the employment year by year? This 

is Canal Zone government and the Panama Canal ee g 

Governor Porrer. Everything. 

Mr. Bow. You can submit that for the record. 

(The information follows :) 
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PANAMA CANAL COMPANY 


Canal Zone Government— Average employment 





























| Canal Zone government | Panama Canal Company Total 
Fiscal year | | | 
Citizens | Non- Total Citizens | Non- | Total | Citizens Non- Total 
citizens | citizens | citizens 
ade ainsi serial Emagen 7a mmeamnen (is —— a SS 
RR wanksicna dads 5 1,440 | 2, 596 3,631 | 12,481 16, 112 4, 787 13, 921 1§, 708 
1953 ie f , 167 | 1, 397 2, 56 3,515 | 11,670 | 15, 185 4, 682 13, 067 17, 749 
1954 ae} Bs E ,2ii 1, 153 2, 368 3, 243 | 10, 075 13, 318 4, 458 11, 228 15, 686 
1955 22! 1,206 | 2,4: 3,162 | 9,194 | 12,356 5, 387 10,400 | 14, 787 
1956 2 | 1,174 2, 396 3, 056 8, 941 11, 997 4, 278 10, 115 14, 393 
NES nta reenhe 4 1, 237 2, 46 2, 944 | 8, 583 | 11, 527 4, 168 9, 820 13, 988 
1958 1,254 | 2,472 2, 795 | 8,315 | 11,110 4,013 9, 569 13, 582 
1959 Ss 1,256 | 2,449 2, 633 | 7,897 | 10, 530 3, 826 9, 153 12, 979 
1960 (estim: ate) 7 1, 249 2,479 2, 668 8,003 | 10, 671 3, 898 9, 252 13, 150 
1961 (estimate) --| 1,240 | 2,485 2, 720 8, 162 | 10, 882 3, 965 9,402 | 13, 367 
| | i 











Source: Office of the Comptroller, Jan. 5, 1960. 
Mr. Preston. Are there further questions? 


MAINTENANCE OF PANAMA ZONE SHIPS 


Mr. Horan. Other than that, will you submit for the record also 
what you are doing to keep the ships in good repair? I was interested 
in them because they were in bad shape when I made my trip a year 
ago. I understand you have done some work on them caring the 
year. If you expect to continue to use them for another 15 years, 
there were necessary repairs to be done. Could you put woaichien 
in the record on that ? 

Governor Porrrr. Yes, sir. May I ask you to amplify just one 
statement you made? As ships, safe ships, they couldn’t have been 
in better shape. What I think you were talking about, sir, was that 
some of the carpets and drapes needed replacing. 

Mr. Horan. The decks were in bad shape. 

Governor Porrrer. And the decks, yes. 

Mr. Horan. Some of the fittings around inside, particularly those 
exposed to inside moisture rather than sea moisture needed attention. 
There were some vents on the deck that were in bad shape and it was 
a matter of housekeeping but if we are going to keep them in opera- 
tion, there is work that should be done. That is obvious to anyone 
who is interested. 

One further thing I will outline. This is off the record. 

(Discussion off the record.) 

Mr. Preston. Mr. Cederberg ? 

Mr. Creprerperc. I want to share the comments of the other mem- 
bers of the committee regarding the outstanding capabilities of Gov- 
ernor Potter. I first came to know him when he was Division Chief 
of Engineers at Omaha and we have spent many pleasant times to- 
gether. Whatever you do from here on out, certainly we wish you 
the very, very best. 


PROCUREMENT WITHIN CANAL ZONE 
There are just a couple of things I have to cover. Are you being 


requested by people in Panama to further expand your procurement 
within the Panama Canal Zone? 
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Governor Porrrr. Sir, we buy everything from Panama that we 
possibly can. We go out of our way to utilize the products produced 
in Panama. 

DAIRY FARM 


Mr. Ceperserc. When I was there a year or so ago I recall, at your 
request, 1 stopped in at your dairy farm. Are you still oper ating 
this dairy ? 

Governor Porrer. Yes, sir. 

Mr. Creperserc. I had several employees of the canal expressly men- 
tion this to me, urging me that it be continued because of the high 
health standards that you maintained, and that there was some fear 
that the possibility of doing away with this installation might lower 
the standards if dairy products were procured locally. Is there any 
problem in that area now? 

Governor Porrer. I have publicly stated that when the laws of 
Panama and the enforcement thereof provide for a sanitary milk 
production and delivery for the Republic and the same kind of laws 
that we have in our Nation that protect our people in the utilization 
of a necessary food item, but one that can go bad real fast, at that 
time we can do away with Mindi Dairy. 

Mr. Ceperserc. I think that is a logical approach. I hope your 
successor stands fast on that particular matter. 


LIGHTING 


How is the lighting along the canal coming? 

Governor Porrer. It is under construction, sir. It will be finished 
sometime after the middle of the year, I think about November, as 
I remember the date. 

Mr. CreperserG. I recall when I was there you had various types 
under experimentation. Have you settled on something? 

Governor Porrer. Yes, sir; the contract is let. We have settled 
on it. 

Mr. Ceperserc. Has the installation that has taken place so far 
materially added to the efficiency of the operation ? 

Governor Porrer. Yes, sir. Pedro Miguel with its new lights is 
really something. 

Mr. Ceperserc. That is all I have. 

Mr. Preston. Thank you, Mr. Cederberg. 
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We shall insert in the record at this point pages 67 through 71 of the 
justifications. 
(The pages referred to are as follows:) 
PANAMA CANAL COMPANY FUND 
PROGRAM AND PERFORMANCE 


The Panama Canal Company is a wholly owned Government corporation 
chartered by the act of June 29, 1948 (62 Stat. 1076), as amended by the act of 
September 26, 1950 (64 Stat. 1041), for the primary purpose of maintaining 
and operating the interoceanic canal at the Isthmus of Panama. In furtherance 
of that mission, and in consideration of the international agreements under 
which the canal enterprise is operated, the Company conducts necessary sup 
porting operations. 


Budget program 

1. Transit operations.—This is the primary program of the Company and com- 
prises the transiting operations and the maintenance of the canal. Estimates 
for 1960 and 1961 reflect reductions resulting from discontinuance of suction 
dredging in channel and harbor maintenance, nonrecurrence of 1959 expense 
incident to a successful experimental removal and overhaul of lock miter gates, 
and a consequent decrease in the annual accrual for locks overhauls. Costs for 
these operations are shown in the following table: 











1959 actual | 1960 estimate | 1961 estimate 


| 
| 
| 
— 
Maintenance of channels and harbors | 


Navigation service and control 6, 576, 651 7, 036, 400 7, 398, 700 
Locks operations | 8, 212, 741 7, 867, 500 7, 977, 500 
General canal expense Bid : : 1, 796, 163 1,814, 700 1, 630, 600 


$4,262,565 | $3, 091, 400 aa $2, 957, 300 
|_ 
| 19, 964, 100 
| 


Net operating costs : | 20,848,120 | 19, 810, 000 





Current and projected operating results, including income from tolls, are re 
viewed and evaluated at least annually, in turn, by the Company’s Board of 
Directors, staff of the Bureau of the Budget, and members of the Appropriations 
Committee of the Congress. In the period 1952 through 1959 the average an- 
nual net income has amounted to $3.2 million, which is approximately equivalent 
to the tolls from two average size ships per day. 

Actual and estimated traffic volume is shown by the following data: 





1958 actual | 1959 actual 1960 estimate | 1961 estimate 


Selected data on canal operations: 





Commercial vessel transits: Number of | | | 

ships (over 300 net Panama Canal tons) -- 9, 187 9, 718 9, 761 9, 944 
SU NN aed ent ocean 3 4,992 4,712 | 4, 650_ 4, 650 
Tolls and toll credits at current rates___.--- $42, 834,006 | $46, 546, 620 | $47. 500, 000 | $48, 000, (000 
Other transit revenues. -.......-------- =| 3, 694, 093 | 3, 747, 914 | 3, 633, 000 3, 645, 000 
Capital outlay costs amount to $17,228,200 in 1961 and include $13,136,000 for 


continuing the canal capacity programs and $2,129,000 for replacement of locks 
towing locomotives and cranes. 

2. Maritime services.—These consist of vessel repair facilities, and harbor 
terminal and marine bunkering operations. Costs, which depend upon customer 
demand for services, are as follows: 


1959 actual | 1960 estimate | 1961 estimate 








Vessel repair i hn 5 oS oe ee CR te pS $2, 659, 019 $2, 867, 000 $2, 755, 100 
Walter GUTINEIE. > 2. = > ee 4, 362, 928 4, 375, 000 4, 475, 000 
Total operating costs__.__- Si OE St a ee» oe 7, 012, 947 7, 242, 000 7, 230, 100 § 
Ti GairS-OROMCY DOGOV ORIG... « 2 co ceicdcnncccicccccdcccecnccen 2, 215, 483 2, 382, 700 2 142, 8 100 | 
ret A NO nn een cdk cnn cawucke 4, 797, 464 4, 859, 300 5, 088, 8, 00 | 
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Capital outlay costs in 1961 include $380,000 to complete replacement of a 
dock and $160,500 for routine replacement of equipment. 

3. Employee services.—As shown below, these costs include housing and mar- 
keting operations for eligible employees against whom charges are made to 
reimburse the company. Costs estimated for 1961 show a modest decline from 
those estimated for 1960 and experienced in 1959. 


| | 
| 1959 actual | 1960 estimate | 1961 estimate 
| 


, di ceases 


y2e, CUE DONO 6 os oes cece ectniimmawn aT ht a Re | $1, 718, 991 | $1, 710, 600 $1, 734, 300 
Latin American community housing Pe Loe sa esas 665, 147 696, 600 683, 500 
Marketing operations-.-......--- tS Se ta bac sent 17, 740, 687 po 17, 551, 000 7, 331, 000 
Total operating costs Se nite ael 20, 124, 825 - 19, 9: 58, 200 19, 748, 800 
BGS TT G-GROMGT TOD VOICE. on cin sees Seen cesincwdacccess 932, 362 | ‘S21, 400 920, 800 
Ot CRPUIINE OONR i os on Sc cccdccanawas ccuncwen| 20 10; 463.1 | 19, 036, "800 18, 828, 000 


Capital outlay costs estimated for 1961 include (1) $2,190,000 for continua- 
tion of a quarters replacement program; (2) $336,000 for replacement and 
addition of equipment; (3) $250,000 for modernizing existing quarters; and 
(4) $268,000 for air conditioning 2 buildings of the Balboa retail store. 

4. Transportation and utilities services—Costs estimated for 1961 provide 
for rising wages, increasing costs of operating materials and supplies, and 
increased depreciation expense. 


1959 actual | 1960 estimate | 1961 estimate 


$1, 590, 000 
1, 834, 0CO 
6, 463, 000 
9 





a nee ition 


Railroad ; ; ; 3 $1, 533, 895 $1, 535, 000 
imship line 


g 044, 185 





fener system 3.3 od 2, 284, 274 "096, 200 
Communications system... .-_- ow 557, 759 q 594, 200 
Water system. .__-- 5 ; : 1, 244, 911 1, 257, 100 | 1, 261, 400 
|—— ——-- saisiaina satin 

Total operating costs : : 13, 417, 297 13, 504, 500 | 13, 838, 800 

Less intra-agency recoveries_. eee we Lt | 5, 153, 364 4, 856, 100 | 4, 917, 400 


Net operating costs. -.....----- assailed ‘8, 263, $33 8, 648, 400 8, 921, 400 





Estimates for capital outlay in 1961 total $1,772,000 and are mainly for (1) 
completing the conversion of the power system to 60 cycles, $504,800; (2) replac- 
ing railroad rolling stock, $390,000; (3) replacing motor vehicles, $284,000; 
(4) replacing a portion of the transisthmian telephone cable, $225,000; and 
(5) routine replacements and additions of equipment, $179,400. 

5. Other supporting services.—Costs of this group follow: 


1960 estimate | 1961 estimate 


| 
pt 





| 1959 actual 











oon an eee —_—— s 
| 

Tivoli guest house ‘ $490, 091 $490, 000 $495, 000 
Printing plant cabais cpe oe eae ee | 344, 598 53, 000 | 355, 400 
Grounds maintenance ; BEALL eae. 984, 260 995, 700 | 1, 035, 400 
Engineering and maintenance services. - = a) 5, 907, 382 | 5, 931, 800 5, 663, 100 
Supply operations. . -- 5 g 5, 166, 045 | 4, 959, 800 5, 252, 500 

Total operating costs... ne 12,892,376 | 12,730,300} — 12, 801, 400 
Less intra-agency recoveries Ae gee ge oa Sted idubdbeds as 10, 163, 721 10, 362, 800 10, 492, 300 

Net operating costs- ee eA oe ew ||| | OS | Oe 2, 309, 100 


Capital outlay costs estimated for 1961 total $577,000 and include $471,000 
for replacing and adding equipment and $100,000 for rehabilitating the Tivoli 
Guest House. 

6. General corporate expense.—This includes payments to the Treasury for the 
net cost of Canal Zone Government and interest, general and administrative 
expenses under statutory limitation, and other general charges. The scope of 
general and administrative expenses under statutory limitation includes virtually 
all general charges other than interest on the investment of the United States 
and the net cost of the Canal Zone Government. 














1959 actual 


1960 estimate | 1961 estimate 








Net cost of Canal Zone Government_-_-_...---.---- Srawbiseena eee $11, 646,136 | $12, 516, 900 $12, 510, 300 
Interest expense Bai tOS be. Sacsicthdas oie : 8, 979, 415 8, 815, 500 8, 747, 800 
Other general Gerpereate GXnemnes ... . «2. ccc isedsscinncctssceen 8, 793, 484 8, 600, 600 8, 701, 500 

Total general corporate expense aie ome = see re, 29, 419, 035 | 29, 933, 000 29, 959, 600 





Capital outlay costs estimated for 1961 amount to $482,000 of which $162,000 
is for modernizing and air conditioning office buildings and $320,000 is for minor 
replacements, additions, and improvements, advance planning of future projects, 
and plant retirement and removal costs. 

7. Relation of costs to obligations.—The relationships for operating costs and 
capital outlay are derived by year-end balances of selected resources as reflected 
in the following tables: 


Relation of operating costs to obligations 

















| 
1958 actual 1959 actual at | 1960 estimate | 1961 estimate 


ee | 
| 


Selected resources at end of year: 
7,904,791 | $8,075,408 | $7, 900, 000 $7, 900, 000 


Inventories.._. ae 

Other current assets_- : 201, 339 258, 717 | 250,000 | 250, 000 
Unpaid undelivered orders ‘(opt rations) - - 2, 452, 763 2, 446, 426 | | 2, 450,000 | 2, 450, 000 
: was , |—- sl sacccacaudinntiieasal 
Total selected resources at end of year___. 10, 558, 893 10, 780, 551 10. 600, 000 10, 600, 000 
Selected resources at start of year (—)..-.-- _..----------| —10, 558, 893 | —10, 780, 551 | —10, 600, 000 
| - | a | > a — — 

Costs financed from obligations of other | | 
years, net (—). iia oea-a----]---- oe a —180, 551 | Se 
Obligations incurred for costs of other years, net | sce cosas BE WOE lanccxsaendds All kasnomwenieeee 


Relation of capital outlay costs to obligations 











Nl l P 
1958 actual | 1959 actual | 1960 estimate | 1961 estimate 


| 
$6, 009, 244 $7, 719, 806 $15 5, 390, 061 $10, 816, 954 





Selected resources at end of year: Unpaid un- 
delivered orders (capital outlay 


Selected resources at start of year (—)_.......-.|---.---------- | —6,009, 244 —7, 719, 806 —15, 390, 061 
—— — | -- — = — _ — _ ee SD 

Costs financed from obligations of other | 
years, net (—)- tec a ol i ntnte dake bias véinnidel wearin benim be —4, 573, 107 


Obligations incurred for costs of other ye: eee 4s | 1, 710, 562 | Fi Ae RARER SE on 


Financing.—The Company is authorized to obtain appropriations for its capital 
needs and to cover losses sustained in the conduct of its activities. It is expected 
that the foregoing budget programs will continue to be financed entirely from 
revenue. Under Public Law 86-200 (73 Stat. 428), approved August 25, 1959, 
the Company may borrow with interest from the Treasury amounts not exceeding 
a total of $10 million outstanding at any time. A $10 million emergency fund, 
previously deposited by the Company with the Treasury is deemed under Public 
Law 86-200, to be a return of invested funds instead of a payment out of retained 
earnings and the capital structure of the Company is adjusted accordingly. 

Operating results and financial condition.—There will be an increase in re 
tained earnings in 1960 estimated at $24,994,800 of which (1) $4,320,000 is from 
operations; (2) $10,674,800 from credits gained through the final transfers of 
Panama Canal Company and Canal Zone Government properties to the Republic 
of Panama under terms of the 1955 treaty (71 Stat. 509); and (3) $10 million 
from reclassification of the emergency fund payment as provided in Public Law 
86-200 (73 Stat. 428). The $4,680,000 increase in retained earnings estimated for 
1961 wholly represents net operating income for that year. 


Mr. Preston. Governor Potter, I have examined the justifications 
rather minutely, and it appears that your figures for 1961 are very 
favorable as compared with fiscal year 1960. 
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Governor Porrer. Yes, sir. 

Mr. Preston. Your transit operations show only a minute increase 
over fiscal year 1960; is that correct ? 

Governor Porrer. Yes, sir. 

Mr. Preston. They are actually less than fiscal year 1959, are they 
not ¢ 

Governor Porrer. Yes, sir. 

Mr. Preston. The maritime service has a very negligible increase 
over 1960. Your employee service shows a decrease for fiscal year 
1961 over 1960; is that correct ? 

Governor Porrer. Yes, sir. 

Mr. Preston. Your transportation and utility services has a very 
small increase over 1960. 

Governor Porrer. Yes, sir. 

Mr. Preston. And “Other supporting services” shows a small de- 
crease over fiscal year 1960. 

Governor Porrer. Yes, sir. 

Mr. Preston. Your general corporate expense is the same as 1960. 

In the light of these facts, I do not deem it necessary to go into 
detail about the operations of the Canal Company at this point. 


CaprraAL PROGRAM FOR THE CANAL CoMPANY 


Mr. Preston. We will take up at this time the capital program for 
the Canal Company, which is found on page 137 of the justifications, 
and we will insert in the record at this point pages 138 and 139. 

(The pages referred to are as follows :) 








OOF ‘08 
009 ‘ST 


000 ‘0Z 


000 ‘OOT 
002 “9 
000 ‘009 
000 ‘OF 





000 ‘OE 
000 ‘OS 
000 “OL 
000 “PL 
000 ‘96 
000 “eeL ‘L 


000 ‘Zr 











OIVUITISO | 


961 


ZEI RBL “ST 





9F0 

166 ‘ZI 
060 I 
L16 ZI 
RRE 
193 “eI 
000 ‘O86 
2 P6L 


CHR ‘RPP 








000 ‘ZI 
000 “00% 








G29 “RY 
9ER BLT 
226 ‘191 
P99 ‘822 ‘L 






SES ‘ZS 


OVW] ISO O96I 


suoleVsqoO 





] 
| 






























| | 


OJVUITISO [9GT | PIVUIPYSe OYGT | [BNIB ESET 


| somnypusedx 7 | 


suoypb2jqo pun sasnjipurdra popidvo fo fiunumungy 


ANVdNO’) 'IVNY)) VNVNVd 





a 


sqoafoid psuBd) ‘[810., 




















































| 
£1L ‘006 ‘8 | 00G ‘82% ‘LI £0E ‘622 ‘6 618 “LO ‘t ie 
LOS ‘9 ees. aerate ere as | ‘9 . BNd BY 0} WlUUINS ‘aut, GUOYds[e} PUNOIZIapUN yoI[p [[BISU] 
L0E ‘aioe eo i ee asBIOYOUL [BYOIS!, ) aoe 
£81 ‘€ I: ; ee eS "8% ~ “--“S yoo] UNBBE) ‘pBOd Ssedou JONISUO, 
000 “9 Pes naan te 9 | F So wu] UeppRyy ‘ZulpuLy ywoq 07 ABMpBo eoujmnse Hs 
6S “FOS = tae: . | ‘190'T | ee . @AINO OsTBIBG ‘S}UsWIBAOIG UT I 
: oe . “---"! 000 ‘0g ee , ywoq ..d),, AUIY 
G62 ‘E 00F ‘OE | 940 ‘¢ | StS ‘b ; as $976 
Z9F “S | 009 ‘ST 266 ‘2 Ikb ZI od [BuR,) BUIBUBY JO Lyf 
bP9 ‘FI , ac ak 060 “I | $9 ‘FI SOPINS [BJIUL [[BISU] PUB SOzwA BATVA Aue 
961 ‘9 a ; . 116 7% | S89 ‘ZL | SUOTJET[BISU, PUB SBUTppING [[eB ppe® pus ao (dey 
SOL ae te “| S8t | cOZ _ UO1}BYS [BUBIS pUB[S] OOUVUIL[y JO} JUBLUd INDY 
9LP *1Z nmone) See EL | C1 ‘IZ justmmdinbe AJosseoo8 pus Zurduind \ WOssivo YH 
; "=======1 000 ‘00S | 000 ‘00S | : = as a SUOISTAT(] UOTPBAIABVN pue AULZpoI] ‘Sywoysny Z & IN 
S8S | 000 ‘OO | 092 ‘418 | OFS ‘% : UOISTAIC] UOTPBAIABN *7N} M 
o9e | 00% ‘89 | 686 ‘OTS | ZPE ‘682 ‘% GIAO YY OF SHO] JO | ao 
a? 000 ‘OOF or weet : ae W9SAS [O1JUOD DIJB1Y OUT y 
Se | 000 ‘OF x a ane : <- nds edpeip seddyp aor 
pepe ay : te ic Syoo] Jona, py OIpeg ‘Aurpyynq sdoys | ‘1ayOO] ‘JaT1O} 97w 
a oe 3 000 ‘OLT | F aa=od — . jueurdinbe Jurduind pue sprey yn UBIUD JAIBVATND 
a 000 | ’ | . suolssoidep ulep AdUaZIOLUIO Ul SYOVI] GATJOUIO 
he 000 | 000 ‘ZIT oe aoa ae ae ; AVON 9919 0} SPye [wUO}ws}ACU Perys 1[sez 
Teli ee 000 000 ‘SLI = . jusUId Nbe [NBYyIeAO s¥ 
LPT 000 | 9 ‘R9 Cre ‘I | — * UIdISAS BUPJIOGOI [[VJUTB1 PUL SULJo}a1 
062 ‘OI 000 100 ‘OSI | Sor ‘Ol | ates os SeulZUa YOUN] PUB sayoUNL] dR 
901 ‘OS 000 | 1£% ‘BLT | Ose ‘RE | : s : oo can ’ quvid [[eus puv JUEUIdINbe ‘s[oo} ppr | oy aot 
OE “SES “LZ 000 L¥9 ‘SZ * | 22% ‘LS2 . ° _ (urpazord Ayoedeo) squsuIeAOId Wy It 2 BuUIt 
zc I$ | 000 *¢ | SER ‘RZE Z9L ‘I$ : _ ’ Pre S9UBIO PUB SOATJOUIODO] BUTMO} S¥ ejay 





sod WSUBd |, 


+ seman 








781 





00g 
000 ‘068 
000 “SST 








00F ‘621 
000 'F8Z 


T8€ ‘ZOE 


lz 


000 


000 ‘FZ 
000 ‘€8 
000 ‘CST 
000 ‘O8T % 
000 ‘0Sz 
000 ‘9E8 





e 


000 ‘8 
000 ‘LT 
00S ‘OT 
000 ‘$9 
008 ‘O9T 


00¢ “S9 








000 ‘020 'T 
266 ‘PLT 
ToS ‘6&2 


oer! TK oT 


698 

689 ‘ 
192 “F 
6E8 “SZ 
18g “¢ 
PEI 8 
008 ‘OT 
00¢ “¢ 
000 ‘292 
000 ‘EZ 
000 “E¢9 
000 ‘OT 
Cet ‘bE 
ZLE ‘6FT 





FEF ‘IFT 


196 ‘Z2Z 


920 ‘ST 
ZIs 3 
SOL ‘Z 
1#9 ‘% 
61F ‘621 
998 ‘IZ 








oa cZI | 000 \06€ 

IL¢ ‘88 62F ‘99% | 000 ‘SZ 

P6I “S61 89 ‘FZ1 00F ‘6LT 

LOT ‘808 | 920 ‘1FE 000 ‘$82 

PLT ‘S09 SLE ‘SLL Zb8 ‘BOS 

Oe ‘920% $lz ‘096 000 ‘960 ‘€ 
eae | $48 epeciatigger: 
ee Moen og eae aE te a 
(2% Lt0'E Bane ee cS | 
062 ‘1 as... | Pees = 
086 ‘OT eae. £$£+:(‘>Bexssar t= 4 
OOF ‘FT 892 “8¢ | 000 °LZ 

91 ‘1% PSL ‘9L sees 

£19 ‘82T ZhE LOE arent cy 
——. 6h6l(<‘(cKhS OC Se ea ee rece 
We Sarge we ee erst 
oe 0Ulté«C~«dC Z ie ee ee 

-|-----+-------- 
000 “6% 
000 “8 

ae ne eres | 000 ‘SST 


000 ‘06T 2% 
000 ‘0Sz 
000 ‘9€8 





000 ‘8 
000 ‘O88 
008 ‘OT 
000 ‘99 
| 009 “O9T 





000 “Sz 
OZL ‘861 
ELb 'F0Z 
£22 “ZOE 
£09 “SLE 


‘OS 
‘IZ 
‘SI 


19 
000 ‘OLT 
000 “62Z 
000 ‘99 
000 6 
000 “8% 


000 “00S 
19 


‘O0Z 








00€ ‘8 
008 “OL 
00g “¢ 


000 °L 
OOL PET 





000 *06% 
009 ‘OL 





| 161 


08% “9% 
OLE “LZ1 
b1Z ‘9LE 
b2E ‘169 Z 


‘ezR 


co8 


066 

9F6 “ST 
SOP ‘69 
906 * 

| #82 ‘92 
SE “LOE 





P21 SIT 
86F ‘ZL 


Ge 


| STE ‘eR 


Z¥9 ‘SI 
| 298 ‘Ez 
| 098 ‘F 

OFZ st 
‘I? 

$26 “6E 

I¥9 'Z 

61F ‘621 
| OOL ‘TI 


| oT ‘a 


| C68 


T80 “ZET 





un eA) 0} BOqUIEE 


[BUluLde} OYHeg 


aseg 9107 ITY souBsy ‘s.191Ie nb jot 


~-Boq eg 


Bogle 


1aqua; 


S10] U90 DIIAIOS PUB S 


“[8QOISHD ‘UOISTATG, UONEZIOdsuUBI] 


‘ 


LOW 
peoliey BuleUuRd 
‘ajquo vuOYydoefe} UBT 
juol 













@}DAO YO 07 UIEISAS 
7$}0 foid sonny! 


’ 


em spofoud SVITALOS 


noq[eg ‘Seury A COT] 
dSL0IS [to [esetp 


aungruing 
, oOUVIpISal S, 


soq|(tgd 


O[O§ 090_D ‘SelqyI[ Ry AY 
AND Og UIBY 
O[OS 0009 


‘dulping soyjo uolslAtq Atddng 
osnouole mM 
uoneiedo uoyNnqysnd 04 yuRId UOIYRIB OL adoy JUNO] JO UOTSJBAUOT 
) DTAIIg BILIBZIB YY ‘ 
~~ “91048 [IBJo Bogie a 
a1071S [re jor Boq[t q° 


‘ssurpying 


s ougy A al 
‘xouue 





LO} SYURY 


‘UOTIEIS BOLAJOS GUTLOS 


‘9104S [Teal UOTYIp 


ureiZ01d yUaUTAOR{ dou 
~-gsoqsenb sus 











s I 

‘ mM 
{JSISUBI) VOR[UIY 

) ppt puw vovpdoy 
JoA 410 O0UL weldey 
mod JO UOTSIGAUOD 








jn puv uonezsodst 
ye LOTCWIA *‘Te1OL 
B08] loy 


yUBSOLIY 
md 


eG uly “OQ 


[equ JO sul 















IOUIBAOF) [OP my 

aor dey 

“91048 [IBJOl 09 SUOTZIPPY 
NeMPIQEyoY 


lUNUIUL OO IPIAGId 
‘1a vay) YT wg 


IQIpUuod-ATy 
‘sy 1 aoeiday 








B SulpMog vortd ay 


a0us UOTITIPUOD-ITY 
SurIpring ulvul WON TPUOd-ITF 


Jaqene?y 
) AZIULOPO PN 






9103S [1e}01 ‘ueudinbe ppr pur sor dey 


:Spofloid SeodtAres doAOTd 


s}00foid 


WOISTATC] [BILISNpUy 
sdoys [Bqojstl) 
siaid [BQO sD ‘aour 





OUMITIIBUI ‘180 ] 


SUOT}BIAdO BUTPBO] YONI} JOJ SOqIT[]OVJ [BUTUTIO} 0} SUOIIPPB PUB SMOTIBIOITY 


‘QOYJO UIBUE BAO TY 


‘UOT VUTUNT]T dAOId WT] 


2 sori dey 


9] QUOTOA 


jUsWId [nbs JuyVIeUeZ YUIIINI 4elIp [[VISUT pUB ssByoINg 


said [eqo sD 
juerd adopyy yuNoy 


*‘WIa1SAS UOTNGIAYSIp 
‘p [OJJUBUL OF SUOTIIPT 


[Bol 10a soviday 
1B PUB SUOTIVIII[LY 


[BQO IstID ‘2 Jord yoolay 
"~ -WOISTAT [BIysNpuy ‘ZuIptmMg soo ureUl uoTTpuod- 
Boqieg ‘SuLIeyUNG sure ‘FuUTYOIeIG MOUd}Y 





Vv 


adopyy Junoyy ‘ul10jVTd suTjosEz ‘S101 BIBS IITA [[eisay 


“sdoys [Bqo sO ‘ABMITB1 OULIBU a1ezTTIGugaY 
voq[eq ‘gt Jord ‘uraysAs WOTyNG]AYsTp [BdI1}0e]9 vauTday 


“~-sdoys [8qQoys]1D ‘SBUTPTING 49[107 Meso sdrys eyez qQVyeYy 


[eqoqst 


) ‘FI yoop eon[day 


~-7"""""==-¥OPAIP [BQOISTIO ‘S9ATBA 9]BZ YOUT-9E dovIdeY 


 SOUTIA Iyd [ro jany ‘uc 
---qgueurdinbe 


7}9910I1d DIPOYIWO 

I ppB puB 90 ioy 
:$yefoid suTT IBY 
sjoefoid Zuyjs0ddt 











782 





T80 "663 ‘¢ 


000 "22° 


000 “9 
000 ‘OOT 
000 “1LF 


180° eh l 


000 ‘¢ 
000 6 
000 ‘08 


O}JVUITISS [96T 


ee 608 * 162 ‘g 


168 ‘ses 






L8L‘b 
000 ‘91 


02% “9OI 
PSS “SPP 


900" 668 * 


628 
ogg *E 
000 *06 
LZ1¢"9 
000 ‘ZI 
008 “9 
LOE “bP 
OF9 “ST 
JRL | 














pL £ 
000° 9% 
000 *Z 

000 ‘SZ 
000 ‘FT 
000 ‘06 
000 ‘SL 
000 ‘OI 





—_—— -.- 








OLF ‘91 


Cé6I 
‘8 





9} VUITISS OOBT 
| 
| | 


[8N{08 BS6T 


suo; ealiqgo 





al "600 9 


000 *L2¢ 


000 "9 
000-‘00T 
000 ‘TL 


000 *( l 


000 ‘6 
000 “0€ 


a7 BUITISS [96I 


penunuoy 








888 ‘993 ‘g : 


862 “gee 


181 °b 
000° 19 


022 “901 
982 ‘19F 








000 ‘06 
L1¢'9 

000 ‘21 
008 “TS 
SPS “19 
Zbs ‘Eb 

L8I ‘ZS 
192 “801 
pLE “ge 
000 “92, 
000 ‘2 

000 “SZ 
000 ‘FT 
000 ‘06 
000 ‘OT 
000 ‘OT 


OPBUITISS N96I 


sanjrpusdxy 





“wl ell 


£08 

g 

(g) 

£12 9 
086 ‘76 
POL ‘FOF 





106 ‘81 
299 ‘1 
291 ‘6S 
Clb 
SET ‘8% 
OLP ‘9 


16¢ ‘I 


002 “E 

L16 ‘bEI 
89S “OI 
LOb ‘S61 
612 ‘1% 





[8NI08 GS6T 





| 
| 





suoypbrg0 pun § 





° : ~-----sqvefoid 3ul3oddns ‘*7e30,,, 


~-""""="sq90fOld Sa01A.taS JOJO ‘[VIOL 


---saYysSnid Jed UL] [[eIsul pue sseyoing 


Jayse]’q Jaysduep [[eysul pus sseyoing 


~~ “UOISIAIP aoUBUAIUIEUT “g ‘ON BuTpHING “surjysy eaoliduy 
YSNOYI.104S BOGIR ‘1009 48] JO UOIZJOd PUB 10;BAdje BdEdoy 


~~ Avenb [TFT Bsog ‘T 


‘ON 92208 sou [day 


duinp [8 sodstp yse.iy pus asBqes 4us.L poy 0} oulpiezem [peysuy 
: @SNOY SENS I[OAL]T, spVzplpiquysy 
. jusuIdinbe ppe pus aovidey 


OSIt 





re | 


‘SpoalOid S8OIA1S 19410 


syofoud seljI[IjN pus uoTyey20dsuvly *[BIO.L, 


-—gg usds 


S$ YOV1} JB YVAN peopel soviday 


‘sduund pus uoljzeys durnd Ja}e. peiej[y sov[dey 
uoijejs duind voquiey) pringesy 

[ans pY Olpeg pus ‘[VqGO sO ‘UNIVEA) 3 SadUBYOXE BUOY dee} UO! PUOd-I1y 
UOI{VISGNS BOGTRY WO.) JNpP [BII.1409[9 ABA-§ MIN 
AaBpunog BUIBURY 38 SAI}I[OB] ZulIa}9UI 1978 4 


aysus.0} AQUGZY UOlWIAY [Bsepey 0} VDIAJVS JoM0g 


“uorje3s duind adoyy Juno ‘jusudinba soevjdoy 
SdYIBOO SSBIO-3ST E UOIZIPUOD-1ITy 


UONTISGNS KOG{[EY 3B IVASYOJLMS 4[OA-QOO' LT vovi day 


UO!}ZBISG NS JamOd SBLOYRITY ‘1waBYyoIL» Ss sovlday 
SdOYS SOfUOIJDaIo 04 BOGTeY ‘OF ZUIP[INg JAWAUOL) 

[BUIMJe} JYBIo1j puv Jasuessed opts oye 
suo}}eys Zutduind ur1e4ysds 1078M ‘*SOTZITJOR] [01]U0N aJOWIEY 


soly so] ‘sduind [[eysul pue uoNyeys dumnd yon.ysu0g 


UO}EIS JadUASSUd PLOATEI OF ATBSSTUWOD [BGO4ISI.ID) JO UOJSI9A UO) 


“gunid WoRtsyY Sooper *430;0I0qv] BUTYSe} PUL ddIJO UOT TPUOD-ITY 


Sere BUJSSOID YOALL 0} “PY SVA1OZ) ‘UTCUT eOfAJos YSTY YOU! YT [[BISU] 
“men juyld Joi[y adoy JUNOW ‘soayea aise IITNeIPAH 


juUL[d UOTPBI4;Y SeOYRiTyY ‘W848 





$ YSBM VOTAJOS 103[1 7 


“-""OTINBISGNS UNZVs) ‘ABaBYO4Ly S sovjdey 
~---pogeg ‘doys aredai auoydoze) ayeqyiqeyey 


pavd adoy qunopy 


‘ado paed 


aou[ day 


peoley BuUreUBg ‘OT ATU 4B BAINd prInqey 


penuyjyuor)— 


penuyju09- 


anjipuadxa popidps fo fiaspmuny 


sqefoid seqiy}yn pus UOTeIIOdsUBL 
spefloid Juyjsoddng 











£68 ‘989 ‘ST 





000 ‘0S9 

88 ‘990 ‘1— 
000 ‘O¢ 

000 ‘cy 


000 ‘es 
000 ‘22 
000 ‘O01 
000 ‘UOT 
000 ‘OO 
000 “Oz 





000 ‘0S9— 



























ZhE of Sa 











000 ‘O08 “I — 


000 ‘OS 
061 “E92 


cl 

680 'F 
oo9 '€ 
008 “CFI 
000 °S6 
000 “SZ 


80L “6 
ELL ‘ZI 
LS9 “821 
VEF ‘ZZ 


spefoid jeueO eureuLg ‘[e}0} puBisy 


--aZeddys mak 20d jo yuourystydul0o0 y 
ABlap payedoyjue UO paseg UOTIINPel poINngiystpu/) 
“$jassv Joy}O JO UOT ISINDOYy 
syoafoid 93v10d100 [¥1oUed *1840.], 


ea sBuyA 


0 


neamg jauuosiag Aq osn JOj ssulpying LuBdul0,) 0} SUOIzBIEz, ¥ 
‘s}iun Zuvoldnp pues o1qdeazojoyd ayeprjosuoy 
“S}qSlay] voqleg ‘ZUIP[INg UONeIYsIUIWIpe UOIj(puod-1,y 
SIqsiayy Vog(eg ‘ZuUIplINg WOIBIISTUTUIpe 8zZ}UlJEpO Wy 

"~ SULVOUOD [BYOJOUTUIOD Aq sn Joy Sutpying soyjo sod Woouy 349AU00 put aseyoung 
uoouy ‘Zurpling [jo1Aed uoTIpuod-ITy 
‘SUTPIING S[RUTULIE} UCI PUuOD-ILy 
----goouy ‘ssulpling jeuuosied ZuTUOI{puod-ITy 
Boq[eg ‘SUIP[ING s[VUlUlIs} “10OY pE xZ{Udsapo pw 
~ SUL9}T [8 V1dBd *S}sOd [BAOUIAI PUB JUVUIeII}oY 
syefoid ginny jo Zutuuetd suraApy 
S}UsUIdAOIG WO] puv SUOTIPpe [BIB IOUT PY 


sdurprmaq Ausdulog 0} sjusuIaAOIdull pus sjusursor|dey 
:$}90f01d 078.100.1090 [e.190U04) 


” 


““syqsjeyy Boqieg 


60- 


oo 


“yeqoyst 


04 


rm 
v 








784 


Mr. Preston. This represents an increase of $3,930,000 over fiscal 
sar 1960. 


LIMITATION ON GENERAL AND ADMINISTRATIVE EXPENSES, 
Panama CanaL CoMPpANY 


Program and financing 


| 
1959 actual | 1960 estimate | 1961 estimate 


Program by activities: | | 














1. Executive direction : $700, 079 726, 200 $753, 200 
2. Operations direction 531, 818 | 596, 800 619, 900 
3. Financial management. coal 2, 477, 033 | 2, 725, 200 2, 684, 800 
4. Personnel administration 712, 335 766, 000 801, 700 
5. General services-- 745, 772 810, 100 830, 100 
6. Employment costs: 
(a) Alien cash relief | 1, 836, 494 | e. 744, 700 1, 700, 200 
(b) Employees’ States travel. 669, 183 | 737, 700 872, 800 
(c) Other 368, 472 379, 300 417, 300 
{cee ear a 
Total accrued general and administrative ex- 
penses | 8, 041, 186 8, 486, 000 8, 680, 000 
Financing: Unobligated balance no longer available 187, 914 | ied eo 
Limitation 5 wii ibae tan eoctebenases case | 8, 229, 100 8, 486, 000 8, 680, 000 
Object classification 
Military: | 
Average number-. 7 7 6 
Number of military personnel at end of year_- 7 7 6 
Civilian: 
Total number of permanent positions . 10, 539 | 10, 479 10, 444 
Full-time equivalent of all other positions__- 429 392 619 
Average number of all employees | 10, 523 10, 664 10, 876 
Number of employees at end of year | 11, 451 | 11, 364 11, 314 
| alee 
Average salaries and grades: | | 
General schedule... 16.6 $5,44416.7 $5,617 | 6.7 $5, 617 
Nonmanual___ 4.7 $4,623 | 48 $4,737/| 48 $4, 744 
Service 13.4 $1,666) 3.5 $1,719 | 3.5 $1, 801 
Average salary of ungraded positions $2, 866 $2, 920 $3, 064 
01 Personal services: | 
Permanent positions: | 
Military $88, 646 | $87, 936 $79, 325 
Civilian 32, 338, 575 33, 270, 795 34, 429, 590 
Positions other than permanent 1, 361, 140 1, 268, 894 2, O89, 169 
Other personal services | 3, 491, 532 | 2, 802, 404 2 829, 334 
| - - Dont - - a 
Total personal services____ | 37,279,893 | 37,430,029 39, 497, "418 
Deduct portion not chargeable to limitation 33,477,076 | 33, 437, 129 35, 442, 918 
Net personal services a 3, 802, 817 3, 992, 900 3, 984, 500 
02 Travel 836, 755 931, 500 | 1, 084, 800 
03 Transportation of things 80, 116 | 87, 800 103, 500 
04 Communication services | 68, 302 | 58, 300 60, 600 
05 Rents and utility services__ 134, 816 | 183, 500 184, 100 
06 Printing and reproduction 68, 609 | 74, 100 82, 600 
07 Other contractual services 634, 605 | 745, 000 792, 900 
08 Supplies and materials 115, 083 134, 600 144, 600 
09 Equipment - &, 493 | 7. 700 5, 700 
11 Grants, subsidies, and contributions - 284, 221 315, 000 314, 300 
12 Pensions, annnities, and insurance claims 1,914, 995 1, 828, 300 1, 783, 800 
13. Refands, awards, and indemnities 2, 397 | 14, 600 14, 600 
15 Taxes and assessments_- 8, 683 &, 100 11, 800 
Depreciation ___- | 81, 204 104, 600 | 112, 200 
Total accrued general and administrative expenses_. r 8, 041, 186 8, 486, 000 8, 680, 000 





Just comment. briefly, Governor, on the limitation on general ad- 
ministrative expenses for the Panama Canal Company before we go 
into the capital program. We will insert page 128 of the justifiea- 
tions at this point in the record. 
(The page referred to follows :) 
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PanaMsa CANAL COMPANY 


General corporate expense (other than interest and net cost of Canal Zone Govern- 
ment) —Summary 

















1959 actual | soenestimete | 1961 estimate 
| a ea 
Expense 
Expense under limitation: 
Executive direction. $700, 079 $726, 200 $753, 200 
Operations direction __ 531, 818 596, 800 619, 900 
Financial management 2, 477, 033 2, 725, 200 2, 684, 800 
Personnel administration. _- 712, 335 766, 000 801, 700 
General services 745, 772 | 810, 100 830,100 
Employment costs_- peed 2 874, 149 | 2, 861, 700 2, 990, 300 
ee b Nt aa 
Total, general corporate expense under limitation- 8, 041, 186 8, "486, 000 8, 680, 000 
Expense not under limitation: 
Other general expenses. ; [ ok eee 1, 019, 615 135, 000 41, 900 
Gross general corporate expenses 9, 060, 801. 8. 621, 000 8, 721, 900 
Interdivisional sales and services_- — 24, 632 — 20, 400 — 20, 400 
Alien cash relief distributed _._-.__---- rrr — 242, 685 | 
Net general corporate expense before application of | | 
income | 8, 793, 484 | 8, 600, 600 8, 701, 500 
Income: | 
Revenne_- | 232, 331 | 177, 400 110, 700 
Assessment to Canal Zone Government--_- 750, 000 750, 000 750, 000 
| oS sine: ican RIE cdi 
otal income 982, 331 927, 400 | 860, 700 


Net general corporate expense__.__- -- ‘ 7, 811, 153 | 7, 673, 200 | 7, 840, 800 
| 


Note.—Detail for the summary above may be found on the following pages. 


Governor Porrer. The increase in the limitation amount that we are 
requesting this year is about $200,000 greater than last year, slightly 
under $200,000 and is caused largely by the increased expense’ of 
employee home leave and some projected wage increases, sir. 

Mr. Preston. That increase represents what over 1960? 

Governor Porrer. <A little under $2 $194,000. 





CAPITAL OUTLAY PROGRAM 


Mr. Preston. Governor, are there any significant items in the cap- 
ital outlay program of the Panama Canal Company that should be 
brought to the attention of the committee at this point ? 

Governor Porrer. The only items in the capital program of the 
company, Mr. Chairman, that are beyond the recurring items, are 
these: Raise locomotive tracks in emergency dam depression which 
I explained, $240,000; sidewall, culverts, entrance bulkheads, and 
pumping equipment, $110,000; rehabilitate toilet, locker and shops 
building, Pedro Miguel locks, $116,000; replace dipper dredge spuds, 
$40,000, and the marine traflic control system, $400,000. Total cap- 
ital program expenditures is projec ‘ted at $20,100,000, of which 
those items I mentioned amount to $1.5 million. I made one mistake, 
sir. There are three air-conditioning projects that are in the overall 
ur-conditioning program, of which the administration building was 
the first element. 

Mr. Presron. These are all items that have been approved by your 
Board of Directors and by the Bureau of the Budget / 

Governor Porrer. Yes, sir: in detail and inspected by them. 
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PANAMA CANAL BRIDGE 


Mr. Preston. You made reference in your opening statement to the 
“Panama Canal Bridge.” We will insert in the record at this point 
page 211. 

(The page follows:) 


PANAMA CANAL BRIDGE 


Progress on the Balboa high-level bridge is satisfactory. The approaches are 
virtually complete, except for paving and lights; the substructure is under con- 
tract and will be finished on schedule. The superstructure bids were opened 
on December 2, 1959, and were excellent and competitive. Based on a January 
1960 award, steel erection should be completed by February 1962. The bridge-will 
be open to traffic about August 1962. 

Last year, despite the possible increase to $23 million due to interim escala- 
tion factors, and the extension of the $1 minimum-wage application to the Canal 
Zone, we stated that we would try to remain within the $20 million appropriated 
for this project. Because of successful anti-inflation efforts and because of com- 
petitive interest in the work, we are now reasonably certain that the $20 million 
will be adequate. 

Governor, notice has been taken of your comments in the justifica- 
tions. I will ask you at this time what sum of money could be re- 
captured from the appropriation previously made to the general fund 
of the Treasury. 

Governor Porrer. If I could recapitulate for a minute or so, the 
original request for the bridge was $20 million, and was so ¢ authorized. 
Last year I informed the committee that because of increases in | 
wages and the $1 minimum that the price would probably 
go up to $23 million, but I did not ask for that $23 million at that 
time. | 

I do have the $20 million in my hands at the present time. Adding 
up all of our bids and the maximum bid that we can foresee for 
the steel it looks to me like we will get this bridge done for about 
$19 million. 

Mr. Preston. In that event, then, we could recapture with reason- 
able safety the sum of $1 million ? 

Governor Porrerr. It depends on how the chairman would like it 
handled. A satisfactory way would be to place it in a reserve. | 
think committee counsel and others could give you better advice on 
that. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. I think we should insert in the record at this point 
page 212 of the justifications which will give the details about the 
financing of the bridge. 

(The page is as follows :) 
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PANAMA CANAL BRIDGE 


Analysis of program relating expenditures to obligations 


| 


























Project | ToJune 30, | Fiscal year | Fiscal year | Fiscal year | Subsequent 
total 1958 1959 1960 1961 years 
1, Investigation, design, and | | 
supervision: 
Obligations __.......... $1, 528, 300 $617, 055 $588, 143 | $100, 602 $100, 000 $122, 500 
Expenditures __-...---- 1, 528, 300 159, 618 694, 500 226, 682 200, 000 247, 500 
9, Construction: | 
PURINE. ia wn ccwicecs 18, 471, 700 4, 661,074 | 13, 274, 626 136, 000 400, 000 
Expenditures -_......-.. 18, 471, 700 840, 136 | 3, 860, 564 a 5, 771, 000 8, 000, 000 
Total obligations__--_- 20, 000, 000 617, 055 5, 249, 217 13, 375, 228 236, 000 522, 500 
Total expenditures_.._....-.--]| 20, 000, 000 159, 618 | 1, 534, 636 4, 087, 246 | 5,971,000 8, 247, 500 
Increase or decrease (—) | 
in undelivered orders -|_...._--- sO eee | 3,714, 581 9, 287, 982 |—5, 735,000 | —7, 725, 000 
Undelivered orders Sa gang cules Beuea 457, 437 | 4,172,018 | 13, 460, 000 | 7, 725, 000 | s nncesebiaaw se 


CanaL ZONE GOVERNMENT, OPERATING EXPENSES 


Program and financing 


Program by activities: 
1, Civil functions: 
(a) Customs and immigration. ..............--.- 4 

CE). HN ee acu cadeuawene z 

Cy ee SER oie tcccobaweaeascacacwnnoes 

(0) OID cave caacussapkoveabcuesen 

e) Judicial system - 


Oy a ce 
(g) Public areas and facilities. ...................-- 
(h) Library 





(i) Internal security 
(j) Other civil affairs 
2. Health and sanitation: 
(2): FRORECOIE OG COB a 5s. wcciicinigincasavesedenee 
(6) Other public health services..............---- 
General government expense: 
(a) Office of _ Governor a i a a 


"POnhs DROREIINE BU csi cans cceepcacvckess sa 

4. Unfunded adjustments to total operating costs: 
Depreciation included above for facilities and 
equipment capite alized under — outlay ap- 
propriation (—) 
Other costs included above (—) 


Total program costs, funded__.---_- 7 
5. Relation of costs to accrued expe nditures: Costs fi- 
nanced from accrued expenditures of other years, 
RG 69 io eck cecsecicesviuceewdsintemndbstdeavtiaiscnexe 
Total accrued expenditures. ......................-. 
Unpaid undelivered orders brought forward__.- 
Adjustment of unpaid undelivered orders brought forward. 
Unpaid undelivered orders carried forward_............--- 


Total pea (obligations) -..--- anintdataidlest 
Financing: Unobligated balance no longer available.....---_-- 


Appropriation (new obligational authority) 


1959 actual 


| 1960 estimate | 1961 estimate 











$469, 720 | $472, 300 $477, 500 
1, 121, 424 1, 132) 400 1, 129; 700 
1,788,267 | 1.837, 900 1) 841, 200 
967,091 | 903, 500 918, 900 
70, 829 77, 400 77, 200 
3, 977, 662 | 4,158, 300 4, 233, 600 
1,428,286 | 1,537, 600 1) 519, 700 
112, 250 | 124, 800 127, 200 
117, 217 | 121, 000 121, 000 
123, 463 | 155, 300 160, 400 
6, 251, 115 | 6, 595, 600 6, 615, 100 
777, 603 | 917, 500 897, 500 
| 
69, 902 | 84, 600 85, 400 
1, 600, 903 | 1, 744, 200 1, 725, 800 
18, 875, 732 | 19, 862, 400 19, 930, 200 
—982,787 | —1,034,300 | —1,080, 200 
CUE Be oe ee ee 
17,890,267 | 18,828,100 | 18, 850,000 
mp oe 
7,781,019 | 18,828, 100 18, 850, 000 
—108,549 |  —129, 686 —111, 486 
ey ee éa ‘ | aire es ae 
129, 686 | 111, 486 111, 486 
17, 883,932 | 18, 809, 900 18, 850, 000 
186, 168 | 90, 100 |- es 
18,070,100 | 18, 900, 000 18, 850, 000 
| 
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Object classification 


Military: 
Average number ‘ 
Nuinber of military personnel at end of year-_- 
Civilian: 
Total number of permanent positions 
Full-time equivalent of all other positions. 
Average number of all employee 
Number of employees at end of year 





Average salaries and grades: 
Nonmanual 
Service. _.- 
Postal 
Average salary of ungraded positions 
Police % 
Fire otficer_- 
Education__. 
Other. 


01 Personal services: 

Permanent positions 

Military. 
Civilian 
Positions other than permanent 
Other personal services- -- 
Total personal services 

02 Travel. 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction. 
Other contractual services 
08 Supplies and materials 
09 Equipment ; 
11 Grants, subsidies, and contributions 
12 Pensions, annuities, and insurance claims 
13 Refunds, awards, and indemnities 
14 Interest 7 . 
15 Taxes and assessments_ 
Depreciation ___. 


Total costs_____- 
Unfunded adjustments to total costs 
Depreciation included above for facilities and equipment 
capitalized under capital outlay appropriation ( 
Other costs included above (—)- 


Total costs, funded_.- 5 Sea 
Relation of costs to accrued expenditures: Costs financed 
from accrued expenditures of other years, net ( 


Total accrued expenditures. __ . 
Unpaid undelivered orders brought forward__- 
Adjustment of unpaid undelivered orders brought forward 
Unpaid undelivered orders carried forward__- 


Total obligations 


1959 actual 


, 409 


SO 


, 430 
, OOS 


5, 490 


‘9 


461 


OY? 
553 
S67 
330 





2, 678 


, 267 


019 
, S49 


,776 


), BS6 


Qg290 
, 932 


1960 estimate 


109, 
1, 034, 


19, 862, 


, 034, 


20 


379 
(021 
SOO 


, dU 


200 


, 600 


600 


, 000 
, 200 


TOO 


, 700 
, 800 
, 600 


200 


3, 800 
, 400 


O00 


, 800 


300 


400 


300 


28, 100 


, 100 
, 686 


486. 


900 





————=s 


1961 estimate 








, O80 


, 850 


, 850 


111 


‘ll 


, 850, 000 


‘2, SOU 





, 900 





500 
, 006 
200 | 
800 
. 600 
, 200 


», 600 


» 200 
5x 
, AW 
, 000 
. 800 


2) 


1” 


yf 


OOO 


, O00 
, 486 


, 486 


Mr. Preston. Next, Canal Zone Government, “Operating expenses,” 
found on page 153 of the committee print, page 3 of the justifications. 
We will insert in the record pages 4 through 9 of the justifications. 


(The pages referred to are as follows :) 


D 
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Canal Zone Government variations in operating expenses for 1961 








timate Obligations Accrued 
(funds) costs 
. 1960 appropriation in annual act Bey ce ie ere ee re eee ee St $18, 900, 000 
of Unobligated balance of appropriation. one : nea eS —90, 100 —90, 100 
499 Total obligations estimated for 1960 a at aa 18, 809, 900 | 18, 809, 900 
oa Unpaid undelivered orders brought forward. --- 2 aaa aac ana sa eae RA ee 129, 686 
2 465 Unpaid undelivered orders carried forwardce_.........--------- sia Vata ca stb ctcueo —111, 486 
) | — 
<, 04 Total accrued expenditures estimated for 1960_..-.......-- ; A BREA 18, , 828, 100 
Depreciation. .___- Sette - eameclebie a . eee [r--n-aeerenee | 1, 034, 300 
e) — Total accrued operating costs estimated for 1960 __...-...--- " | op aide ay 19, 862, 400 
™M 


Operating cost variations, 1960-61: } 
Civil functions: 
Customs and immigration: | 

| 














Provision for pay increase to zone base employees--.-_-.-_- ee 1, 200 
| Increased official travel for employee training 1,000 | 
Provision for increased Panama Canal Company charges for | } 
boarding officers 1, 800 | 
Nonrecurring repairs to termite-damaged woodwork at immigra- | 
) 379 tion station ‘ cae euneE eel 1,000 | 
51. 02 Increased cost of supplies and materials... 200 
0, 7K : SP ; i— - | 
57, RO Increase in appropriation requirement__-___....--- - eet 5, 200 | 5, 200 
Increase in accrued costs fon saeopee mus i . | 5, 200 
( 
ae Canal Zone postal service: | | 
8 Eng Nonrecurring maintenance at Balboa Heights, Gamboa, and | 
2 00 Margarita post offices.................... Far asist  S O aig b 6, 900 | 
8. 200) Decreased purchases of postag e st: amps : —6, 000 
3, 800 | Reduction of personal service costs through operating economies —3, 600 | 
4 ADK ‘ | . 
Net decrease in appropriation requirement --....-- an ; 2, 700 | —2, 700 
) Net decrease in acerued costs... -_-- g _ | : — 2, 700 
3, 200 } | 
Q" By Police protection: 
1 ony Provision for pay increase to zone base employees. P 6, 500 
0’ WK Extra day in 1960 nonrecurring in 1961 a le ted = -4, 200 | 
8, 8K Elimination of motorcycle bonus pay- we januetee —2, 300 | 
) 
= Change in appropriation requirement-_-_.-...-.........-------- 0 r ® Fo y) 
my Additional depreciation - ete oe ee et os 3, 300 
Net increase in accrued costs owt eget coats Ae CP ae eee 3, 300 
» WK } 
7" Fire protection: | 
Provision for pay increase to zone base employees___.------ Disea' 13, 000 
) 000 Variation in scheduled maintenance--_...........-.------- ren 2, 800 
Increased cost of supplies and materials___.--- a cigtala ati atb ae 1, 700 
. Increase in appropriation requirement-.-------- aii = 17, 500 | 17, 500 
000 | Reduced depreciation. -- -- sanae seacdeuesin ia Me dadoakcge Genet —2, 100 
,486 | ee ; | ———~ a 
| Net increase in accrued costs- - - -- in sicwensascesocesres|eocens a 15, 400 
486 = 
: Judicial system: 
000 Provision for pay increase to zone base employees. -- - - -- aad 300 
R | Reduced travel requirements-_-.-...-.----- ae a | —500 
Net decrease in appropriation requirement. --.-.-....------ | —200 | — 200 
2 9 Net decrease in accrued costs. ----- iis eee eareiaree te oranges -------| —200 
S. = 
ns Education: | 
7 Additional teachers, Latin-American secondary schools_---.------| 17, 600 | 
Two counselors, U.S. secondary schools -| 13, 300 | , 
Additional cost of salary sc hedule for Latin-American second: ary | 
schools... mone i a 15, 300 | 
Provision for pay increase to zone base employees. Sd 11, 000 | 
Increased cost of work performed by Panama Canal Compe any | 8, 700 | 
Commodity price increases Soeenaudl 8, 000 | 
Extraordinary maintenance in 1960, nonrecurring in 1961--- | — 30, 400 
Retroactive cost of changing teacher service credits, nonrecurring | 
OND eee ans Sele il seated ~13, 000 | 
Extra day in 1960, nonrecurring in 1961_...---- ial acca —2, 200 
Net increase in appropriation requirement. ----- 5 emailer 2 8, 300 | | 28, 300 
Additional depreciation: - . -- beukiteceeseaeeas ead cs acacias : 47, 000 
Net increase in accrued costs. ...-.-.--- onan hatin eile eeeaiieaaiaitead ‘ieee ies te 75, 300 
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Canal Zone Government variations in operating expenses for 1961—Continued 


Operating cost variations, 1960-61—Continued 
Civil functions—Continued 
Public areas and facilities: 


Increased cost of work performed by Panama Canal Company - - 


Increased provision over 1960 for replacement of broken concrete, | 


Madden Road (2-year program: $40,000, 1960; $50,000, 1961) 
Extraordinary maintenance in 1960 nonrecurring in 1961 a 


Net decrease in appropriation requirement 
Reduced depreciation 


Net decrease in accrued costs 


Library: 
Provision for pay increase to zone base employees... 
Increased cost of books, periodicals, and binding 
Cost of moving Cristobal Library in 1960 nonrecurring in 1961 


Net increase in appropriation requirement_. 
Net increase in accrued costs 


Other civil affairs: 
Increased cost of maintaining civil defense equipment 
Increased cost of license plates and printing-_-- 
Extra day in 1960 nonrecurring in 1961- sea 


Net increase in appropriation requirement_-_. 
Additional depreciation 


Net increase in accrued costs 


Summary, civil functions: 
Increase in appropriation requirement 
Increase in accrued costs 


Health and sanitation: 

Hospitals and clinics: 
Provision for pay increase to zone base employees. -- e 
Full year occupancy in 1961 of positions coe for onl Vv y part 

of year in 1960 at Gorgas Hospital and additional personnel, 
Corozal Hospital 
Increased cost of work performed ‘by Panama Canal C ompany. 
Increased cost of supplies and materials partly offset by de- 
creased inpatient loads at Gorgas and Corozal Hospitals 
Decrease in nonrecurring maintenance__.-- sae 
Decrease in routine maintenance, Gorgas and C oco Solo Hospits als_ 
Extra day in 1960 nonrecurring in 1961__---_-- ee 





Net increase in appropriation requirement_-_---- 
Decrease in undelivered orders in 1960 nonrecurring | 
Additional depreciation - - - -- 2 seta sks Se ehasnadic cilia cats 


Net increase in accrued costs. ...-....---------- 


Other public health services: 
Provision for pay increase to zone base employees_......-.----..- 
Provision for increased costs of consolidated boarding party--.---- 
Increased cost of work performed by Panama Canal Company- - 
Provision for increased cost of supplies and materials_ ..--- 
Reduced requirement for bat rabies survey program_....-.------ 
Reduced requirement for spraying and research, insect control__. 
Extra day in 1960 nonrecurring in 1961. 
Reduced requirement for veterinary service equipment a ees 





Net decrease in appropriation requirement-_.........-.------- 
Net decrease in accrued costs -- 


Summary, health and sanitation: 
Increase in appropriation requirement..._....------ 
Decrease in accrued costs_......-....---- ; eitmitaieseaa 


General government: 
Office of the Governor: 


(funds) 


| Obligations 
| 


| 


10, 000 
—45, 400 


| 
$34, 400 | 
} 


—1, 000 


1 
= 
S 


1, 600 | 
500 
—300 


1, 800 | 


64, 300 


9, 800 
3, 000 
2, 200 | 
—12, 700 
— 24, 400 
| —12, 200 
30, 000 


11, 000 
4, 400 

5, 900 | 
200 
—30, 000 
—9, 300 
—1, 600 
—600 


—20, 000 | 











Provision for additional maintenance_.................-.-------- 800 
Increase in appropriation requirement_.._.......-..--.-------- 800 
Neen eee eee ee ene eee ec pua ae sesekoadaninonwensl § cena pie 





Accrued 
costs 


—$1, 000 
716, 900 


17,9 








30, 000 
—18, 200 
7, 700 


19, 500 


Op 


St 





ONE 
900 


900 


100 


iss 
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Canal Zone Government variations in operating expenses for 1961—Continued 








Obligations 
(funds) 
Operating cost variations, 1960-61—Continued 
General government—Continued 
Other general government expenses: 

Increased provision for employees’ States travel (based on cost 
experience applied to expected number of travelers) -..-..---- $33, 300 
Decreased provision for revision of Canal Zone Code -._--.----- —37, 900 
Decreased maintenance, government buildings. ...............-- —10, 200 
Decreased alien cash relief payments - -.-.- a a —5, 300 
Extra day in 1960 nonrecurring in 1961 ............-..--.-------- —100 
Miscellaneous minor decreases .........-..--.-------.---------- —1, 800 
Net decrease in appropriation requirement --_...........-..--- —22, 000 


Additional depreciation 


Net decrease in accrued costs. .............-----.--- 


Summary, general government: 
Decrease in appropriation requirement. .........-.-..- 
Doecheans In. Gee HOSE. no occlencsecsceccccccos Socsanme paaaea 


Summary, Canal Zone Government operating expeases: 


1961 ap 
Accruec 





{ 


propriation request (and estimatea accrued expenditures) -......- 
operating costs estimated for 1961-_- 








Accrued 
Costs 
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Mr. Preston. As earlier stated in your statement, we noted that we 
have a $50,000 saving in this request as against the 1960 appropriation, 

Governor Porrer. Yes, sir. 

Mr. Preston. We are indeed proud to see that because it reflects 


good administrative practices and an awareness of the need for eco- 
nomical operations. 


Off the record. 
( Discussion off the record.) 
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Mr. Preston. To move on to the major increase in this entire budget, 
we will take up “Capital outlay of the Canal Zone Government” found 
on page 159 of the committee print and page 26 of the justification. 
We will insert in the record at this point page 26 of the justification. 

(The justification page referred to is as follows :) 
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SWIMMING POOL 


Mr. Presron. Here again I have examined each item contained in 
the list on page 26 and I find that the figures compare very favor: ably 
vith fiscal year 1960 and also fiscal year 1959. I noted that there was 
a figure of $200,000 for the construction of a swimming pool at Paraiso 
and I have referred to page 51 of the justifications and learned that 
there was no facility available at this location. 

Governor Porrer. There is no swimming pool on the Pacific side 
for our Latin American employees. ‘There is one for our Latin Amer- 
ican employees on the Atlantic side. We have a larger number of 
people working on the Pacific side. I think that this should be put 
in and should have been put in years ago. 

Mr. Presron. You usually comment on this capital outlay item for 
the Canal Zone Government. We are aware of the hospital item 
which we will take up in a moment; but are there other items that you 
wish to call to the committee’s attention with respect. to this, 
Governor 4 

SEWERAGE SYSTEM 


Governor Porrrr. One of our past bugaboos has been solved satis- 
factorily. As you well know, Mr. Chairman, the provision of a new 
sewerage system with outlets, outfalls, and a treatment plant has been 
a coordinated program between the military services and ourselves, 
with a joint plan derived and the costs allocated mutually between 
us. Each year I have had to come up and tell you that we are ready, 
but they haven’t gotten the money. They now obtained the money 
and have turned it over to us and we are capable, with the request in 
here, of going ahead on the completion of the construction of the 
sewerage system. 

Ll have gone down this list, Mr. Chairman, to see what items you 
have not personally inspected. Leaving out road and street replace- 
ments, which are very minor—$25,000—and which I probably did not 
point out to you, the only other items that you have not personally 
seen as far as I can see are the community recreation facilities program, 
which are swings and slides and things like that for children and the 
general items of replacement, additions, and renewals of equipment. 

The other items are no different than those we have had in the past, 
with the e xception of the swimming pool, which we have peTkionns 
and a parking lot at the Administration Building, whose need i 

caused by the fact that in air-conditioning the building we put so 
many people in the building that we no longer have enough parking. 
The dental clinic is to be air-conditioned. Those are the only new 
items. 

REHABILITATION OF THE GorGas Hosprran 


Mr. Preston. Let us move along to the two major items—rehabill- 
tation of Gorgas Hospital and repairs and changes in the Corozal 
Hospital. 


RENEWAL OF ACCREDITATION 


Before I introduce Colonel Faison, who is the health director, may 
[ read this into the record—a very short thing which I think you 
should know: 
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I am pleased to announce that at its regular complete inspection of Gorgas 
Hospital for accreditation during July 1958, the American Hospital Association 
not only renewed the accreditation, but Dr. Crosby, the American Health Asso- 
ciation representative, was high in praise of its excellence of medical care. The 
AHA also accredited Coco Solo Hospital for the first time. 

Dr. Frank Berry, the Assistant Secretary of Defense for Health and Welfare, 
the Navy Surgeon General, Deputy Army Surgeon General, and the Deputy 
Air Force Surgeon General on a recent visit to the Canal Zone were high in 
their praise of medical care rendered in Canal Zone medical installations. 

I asked to put those remarks in the record because of a recent un- 
happiness of one of our doctors which caused him to let something 
vet into the paper which said things that weren't nice about Gorgas. 
Peop le of great expertness have inspected these hospitals and have 
riven them an accreditation, which 1s a jealously guarded honor of 
he American Health Association. 

Mr. Presron. Of course, this comes as very pleasing information 
to the committee because we certainly would like to know that our 
hospitals do meet these standards. 

Ott the record. 

(Discussion off the record. ) 

Mr. Preston. We are delighted to have Dr. Faison appear before 
the committee today. It has Oe my eood fortune to know Dr. Fai- 
son, The committee has a great deal of confidence in his pare 
We would like to have you explain to the committee at this point 
what you propose to do \"\ ith ( rOrgas Llospital. 


( 
t 
t 


GENERAL STATEMEN'I 


Colonel Faison. Mr. Chairman, gentlemen, I think first, because we 
are going to use these terms over and over again, or at least I will, 
you might orient yourselves as to the thinking as shown by this plot. 

Governor Porrer. The plot is the one referred to and shown on page 
(0 of my formal presentation. 

Mr. Preston. It isalso in the justifications, I believe. 

Colonel Fatson. Yes, sir. 

Mi. Preston. Maybe it is not. 

find it is not in the justifications but for ready reference it is on 
page 10 of the statement. 

Colonel Faison. This darker building is the only building not now 
existing. This is the proposed new construction. Up here are wards 
C and D, which extend out a long ways in this direction. ‘This is the 
present mess or kitchen building. This is the present isolation build 
ing. This is the present administration building. The present labo 
ratory building is here, connected to the morgue, by connection with a 
second-story level. 

As the Governor said, this thing was intensively studied, keeping in 
mind at all times the recommendations of Dr. Falk’s report. about the 
future needs of hospitalization in the Canal Zone and also with a 
desire to bring our hospital up to the standards of care which we 
furnished. 

These buildings were completed in the 1914-16 era. This, the ob 
stetrical building, w as completed in 1950. We have a group of w idely 
scattered buildings at various levels. I believe this photograph whic h 
[ have here, which is a plot with the new construction shown on it, 
will give you some idea of the tremendous problems of elevations. 
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The ground level of this building is at the second-story level of these 
two buildings. This building is higher than the ground level of this 
administration building, whereas this is a pretty steep climb to get to 
this ward and this is continued throughout that building, which is q 
problem studied intensively, to improve our transport: ation, to try 
to devise a means of giving us a modern medical facility, if possible, 
without expending money for a totally new building. Then this was 
the final plan discussed with the Bureau of the Budget and agreed 
upon by Governor Potter and the Bureau of the Budget : That was 
to construct a new building adjacent to the present “A”, which is this 
building: connect this building by an overpass through the basement 
of this buik ling directly to “B” directly over this presently- -existing 
bridge to the obstetrical OB-GYN Building and within this facility 
we would have all outpatient clinics and “would provide 339 beds, 
That is a few more than we had planned in the new construction, but 
with our present thinking of, in the future, bringing in some of the 
patients from Corozal into this facility, also being faced with the fact 
of, in the future, having to supply some geriatric beds—this is a high- 
faluting medical term for nursing care of the aged, but it also is 
part of the general hospital facility. 

This plan, as envisaged by an architect, and we have had confirma- 
tion of this by another architect, will cost approximately $5.2 million. 

In comparison with the new — al, this is approximately half of 
what a new hospital would cost us. A new hospital would cost ap- 
proximately $11 million, using the same square feet of space, the 
same facilities as we envision in this facility. It will give us 120 
nursing beds in our new unit. This unit will be self-sufficient. If we 
wanted to ¢ hop off, at any future date, this bridge, this unit in itself 
would be self-sufficient. It could operate as a unit and as an entity. 
It is planned so that we can add in the future, if so desired, beds up 
to 330 and it would still be a self-contained unit. 

Our present plan calls for all outpatient clinics, surgery, which 
was in the top floor of this building, recovery room, the sterile supply 
in here, the mess facilities would be in the new building, and all 
laboratory facilities would be here, as well as the X-ray department, 
which is now on the first floor of the Administration Building, i 
very cramped quarters. 

We would have 84 nursing beds in a remodeled section “A.” We 
plan to put in this unit acute psychiatric cases which we will bring 
in from Corozal. We usually maintain four or five in Gorgas any- 
way. We will keep the TB patients in this section and then have about 
40 beds for general medical and surgical patients. 

We have three clinics and one ward at this end. This will be 
converted into a services building. In the basement we will have 
linen supply, employee facilities. On the first floor we would have 
storage and general supplies. On the second floor we would have 
a library, conference room, and our recreation area. We would prob- 
ably not maintain a VIP suite as an operating unit except for rare 
occasions. It is not planned to bother this suite but to leave it alone. 
The great mass of people would be taken care of in the new facility. 

This building would be remodeled and retain the female, all except 
the surgical, patients, who would be handled in the new building. 
This would be the OB and some medicine and sur gery patients and 
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the pediatric section. We would retain the morgue at the present 
site. We would then abandon “C” and “D”. We hope that this 
can be converted into one- and two- and perhaps three-bedroom apart- 
ments for interns and residents, which would give them a covered 
way to get to the hospital. Most of them are on call every other 
night, or at least every third night. It would give them a place to 
live adjacent to their work. 

We would abandon the chest building and administration building. 
We would have all our needed facilities in this group of buildings 
which would be connected by a level tunnel and an overhead bridge 
here, and an overhead bridge here | indicating }. 

This is planned and envisioned so that at any time we can chop off 
this part of the activity by just not. crossing that bridge or we could 
sever this unit from the rest of it by not crossing this bridge. 

This unit would be new and modern and contain all of the facilities 
of patient-nurse intercommunications; a nurse could talk to patients 
in their rooms, therefore saving many steps. Nursing facilities are 
so arranged that the heavy duty | or intensive care given some patients, 
the nursing could be intensified in that area and on other areas the 
communications systems could handle 16 patients, 32 patients or 48 
patients or at nighttime one nurse, from a single switchboard could 
handle 80 patients. 

This is very important in saving money. As to hospital costs, » prac- 
tically all personnel costs are going up about 5 percent per year. The 
consolidation of units so they can be operated by smaller ike as the 
nursing care dictates is very important. We will have a pneumatic 
tube system in this new construction so that a patient’s chart from the 
outpatient clinic can be piped up to surgery in a matter of seconds 
rather than sending down for it. Patients’ X-rays can come from X- 
ray in a pneumatic tube system to any floor in the hospital or any 
section in the hospital. 

This unit will be completely air conditioned. Parts of this build- 
ing will be air conditioned—not the storage and supply but the library, 
conference room, and VIP suite are presently air conditioned. 

Selected areas in the obstetrical building will be air conditioned. 
Part. of the pediatric section and part of the OB section, and part of 
this building at present are also air conditioned. 


ORIGINAL PLAN AND ESTIMATE 


This is the culmination of a lot of ideas on what to do with Gorgas. 
When Congressman Preston was down, we talked about this. We came 
up with a plan of about $3,500,000. The first thing that happened to 
that plan is I came to Washington and the Bureau of the Budget told 
me I could not use $26 a square foot for construction cost. It had to be 
$32 a square foot, so that immediately added approximately half a 
million dollars to our estimate, which would have been about $4 
million. 

In that plan, we retained this building [indicating], this building, 
this building, and this building. 

We also were going to expend $40,000 and rehabilitate this building, 
$248,000 for rehabilitating the administration building; we were go- 
ing to spend nothing for an old laboratory building. We were going to 
spend nothing for an old mess building. 
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For approxin ately one more million dollars we could so concen- 
trate these things, bring them up to a modern plan, and most im- 
portant, have a self-sufficient unit as a unit, 

Mr. Presvon. Dr. Faison, when I was there, I spent quite a few 
hours with you reviewing all these plans and looking at the build- 
ings. You pointed out the great distance that outpatients had to 
travel for attention. Will you use the pointer on the map to show 
under the present setup how the outpatients come in and where they 
vo ¢ 

Colonel Faison. The general outpatient department is not located 
in me building. The X-ray and pharmacy are in this building. 
They have to park down here and walk up a long set of steps, which 
is ev dan in the photogr: ph. partially covered by the new building. 
This is a very steep climb. They go to this building. They once get 
here and vou say, “I want an X-ray taken,” and he has to go out of 
this building, climb some more steps, climb steps to this building, 
vo to the X-ray department, then back here. Tf they decide to give 
him a prescription, he has to go this route again and go to the base- 
ment of this building to get a prescription filled. Tf he is an ortho- 
pedic patient, he goes from here to the X-ray to the orthopedic see- 
tion, which is presently in this building. By this time, if he did not 
have a fracture when he started, he wishes he had one. 


This is the outpatient part of it. It is even worse in the situation 
of the pediatrics, which is clean off the map, wav down out here in 
the corner. They have special facilities for handling pediatric cases 


that they do not like to handle in the clinic. We, in trying to get rid 
of this, have established a little pediatric section now in the outpatient 
department. We have also established some area for the orthopedic 
people. to try to reduce this climbing of steps. going outside in the 
rain. Either that, or thev have the choice of walking through a 
ward this way, which isstill a great distance, 

Mr. Presron. The first time T visited that hospital, T was amazed 
at the distance that the food had to be carried before it reached the 
patient. 

Point. out on the m: ip where it comes from now and explain how it 
would be under the new system. 

Colonel Faison. The mess is in this building at present. To any 
ward, it has to go outdoors. The nearest people they serve are the 
chest patients, who are in this buildine here. We have about 30 
TB paitents in this building. To get to this building. it has to come 
here, go through an open cover here, down this building to an ele- 
vator, go down to the basement in this building, across the basement 
to this r: amp, across the ramp and either up or down an elevator, 
depending on which floor they are going to service in this building. 
The same is true of this ward. 

By taking the mess, and of course to get down to C and D in the 
pediatric section, we have to push a very stiff ramp here. This is 
vbout an 8° climb up to the edge of this building. Then it has to 
go along the corridor out here to service several wards in that area. 

Under the present setup the mess will be in this building and the 
great mass of patients—we are going to have 204 beds in this im- 
mediate area, but with the mess in this building, your great mass 
of patients will be fed almost directly from the mess to the patient. 
The greatest distance will be patients in this building, but this will 
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be connected by a tunnel which will be straight across here, rather 
than up as shown in this diagram. 

Originally, we were going to tunnel to this building. ‘This tunnel 
will go between the basement originally to this basement. ‘There will 
be no elevator lifts in this move. Once it gets at this proper level, 
it will go straight across to the obstetrical building. 

This, of course, is part of the objection to retaining any old facility 
but with the future of the canal and the number of people who are 
going to be there 15 years from now, or 20 years from now, we think 
this plan is a much better plan. We think it satisfies our needs. 

Mr. Preston. Well, we can apply the million dollars recaptured on 
this and reduce that down to about $4.2 million and perhaps, through 
good fortune, we may come out with a little more later on that we 
might be able to apply. 

Mr. Horan. Could I have that budget matter cleared up, the dif 
ference between $26 and $32 7 

Colonel Faison. In our original estimates, which Governor Pot- 
ter presented here last year when he said, I think, that Gorgas Hos- 
pital can be rehabilitated for approximately $3.5 million, we were then 
nie a figure, which the Bureau of the Budget had approved, of $26 
a square foot for construction cost. This is not project cost. This 
is construction cost. 

When we got this plan almost completely developed and had a 
meeting with the Bureau of the Budget, they informed us that we 
could not longer use that figure; that we would have to use a figure of 
$31 or $32 a square foot for construction cost. 

Mr. Preston. Which is probably more realistic than $26. 

Mr. Cepersera. Yes. 

Colonel Fatson. After talking to several architects we feel this is 
now a realistic figure. 

Mr. Horan. I see. That was merely a matter of realism, then ’ 

Mr. CrepERBERG. Yes. 


AMOUNT INCLUDED IN ESTIMATE FOR EQUIPMENT 


Mr. Preston. Does the amount you mentioned for rehabilitation 
in the new building include equipment / 

Colonel Faison. It includes $100,000 of equipme nt. It ineludes all 
built-in equipment and $100,000 for class 2 and 3 equipment, which is 
movable equipment. 


FUTURE REQUEST FOR EQUIPMENT 


Mr. Preston. How much will be required to equip this new portion 
over and above the $100,000 in coming budgets / 

Colonel Fartson. We do not think it is going to be much beyond our 
year-to-year requirements except for a new X-r ay machine. We are 
trying to get a deep therapy high- voltage machine. We have a radio- 
logical consultant visiting the Canal Zone this next week, just with 
the idea of coming up with a proper equipment list. 

Mr. Preston. You do not have deep therapy equipment at the 
moment ? 

Colonel Faison. I have a so-called deep therapy machine, but I do 
not have a high-voltage machine. 

Mr. Presroy. In other words, then, a c ancer patient of any conse- 
quence would have to be removed from the Canal Zone for treatment ? 
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Colonel Fatson. We have the same type of so-called deep-therapy 
equipment that the average U.S. hospital has. You don’t find high- 
voltage equipment, exc ept in very few places, in the United States, 
In the Army, I think the Army has two, one at Walter Reed and one 
at Letterman. Fitzsimmons probably has one. 

This is either a cobalt—I am thinking now of either a cobalt or this 
type of equipment. 

fr. Preston. Mr. Horan, do you have any questions at this point? 


NUMBER OF HOSPITALS IN CANAL ZONE 


Mr. Horan. No, only just briefly. How many hospitals do we have 
in the Canal Zone? We have two, Coco Solo and Gorgas? 

Governor Porrer. We have two medical hospitals, Coco Solo and 
Gorgas, then Corozal, the mental hospital and the Leprosarium. 

Mr. Horan. The Army has some, too, does it not ? 

Governor Porrer. No; we provide all hospitalization. 

Mr. Horan. I thought I went to a hospital out at Clayton. 

Colonel Faison. They run a dispensary there. The canal govern- 
ment is the only one that operates hospitals in the Canal Zone. 


REIMBURSEMENTS 


Mr. CreperserG. The military reimburses you? 

Governor Porrer. Yes, sir. 

Mr. Crperserc. Have you increased the requirement of reimburse- 
ment or negotiated any increases with them ? 

Governor Porrrer. Each year we tell them what the increased cost 
will be. 

Mr. Creperserc. Are you charging your employees now? 

Governor Porrer. Yes, sir. The employee taie is based on their 
salary. 

Mr. Creperserc. There is no hospital plan such as Blue Cross? 

Governor Porrer. Then the employees have a contract with Mutual 
of Omaha whereby Mutual picks up that part of the employee cost 
that they would have to pay. 

Mr. Creprrserc. Are you breaking even with the hospitals? 

Governor Porrer. With this partially subsidized hospitalization, 
in effect each of the Bureaus that the employees work for reimburses 
the hospital for their employees who have been in. Actually it is 
done in a Jump sum. 

Part of the hospitalization is subsidized by the ship operation. 

Mr. Ceperserc. That is all I have, Mr. Chairman. 

Mr. Horan. Off the record. 

(Discussion held off the record. ) 


REHABILITATION OF CorozAL Hosprrau 


Mr. Preston. Dr. Faison, there is an item of $231,500 here for the 
rehabilitation of the Corozal Hospital. I recall I also inspected this 
facility when I was recently there and the changes were pointed out 
at that time. I think they are sorely needed. I concur in the recom- 
mendations that you and the Governor have made in this respect. 

I note that the total cost of this project is $420,000 for the first two 
parts. How many parts will there be to this project? 
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Colonel Fatson. The one for this phase of it is the final one. 

Mr. Preston. This is the final one? 

Colonel Faison. For this phase of the activity which we speak of as 
apart. That was brought about largely by some underestimation of 
things We were going to do and the fact this is rehabilitating the wir- 
ing, ‘plumbing , and so on in an old building which is what most of 
this money is planned for. 

Mr. Preston. You have already eliminated the bars in the building 
principally ? 

Colonel Faison. We have money and when I left there the other 
day there was not one bar left in the place except in a room where 
[ asked them to leave them up to show people. They had it half 
down. That is the last bar in Corozal. 

The bars between the inside of the wards have been completely 
removed and we have suflicient money for that. We do not have sufli- 
cient money to replace all of the screening with so-called psychiatric- 
type, high-tension screens. Money is asked for that. 

We also did not have enough money to rehabilitate the plumbing 
of the men’s ward. 

We also sorely need an elevator in the three-story men’s ward. A 
large part of these people are in a three-story building and average 
about 85 years of age each and they have to be c arried - up and down 
the steps for treatment at Gorgas Hospital or for admission to and 
from. 

We have to carry all the food and other supplies up and down the 
steps at pl ‘esent. 

The newest elevator is asked for this building. 

Mr. Preston. Thank you, Doctor. 


LANGUAGE CHANGES 


We will insert in the record at this point page 210 of the justifica- 
tions relating to language changes. 
(The page referred to follows :) 


PROPOSED CHANGES IN APPROPRIATION LANGUAGE 


CANAL ZONE GOVERN MENT 
Operating expenses 

Additional language is proposed to establish a limit on annual accrued ex- 
penditures as provided in Public Law 85-759, approved August 25, 1958 (31 
U.S.C. 11(b)-(f) ). 


Capital outlay 

It is proposed to reduce the number of passenger motor vehicles to be pur- 
chased from 10 in 1960 to 8 in 1961. The eight vehicles required in 1961 
include one ambulance and seven police sedans for replacement of similar ve- 
hicles all of which will meet GSA prescribed age or mileage standards. 

As in the case of Canal Zone Government operating expenses, additional lan- 
guage is proposed to establish a limitation on annual accrued expenditures. It 
also is proposed to establish the right of transfer (not in excess of $500,000) 
between the annual accrued expenditure limitations for capital outlay and 
operating expenses. 

PANAMA CANAL COMPANY 


It is proposed to increase the number of passenger-carrying motor vehicles 
authorized for purchase from 10 in 1960 to 14 in 1961 and to eliminate the 1960 
authority to purchase 1 medium sedan for not to exceed $3,300. Of the 14 ve- 
hicles required in 1961, 12 are for replacement of existing vehicles meeting GSA 
age and/or mileage standards. The remaining two vehicles (school buses), 
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which are additions to the fleet, will be required for school bus service to and 
from the new Federal Aviation Agency townsite at Cardenas. 


GENERAL PROVISIONS—THE PANAMA CANAL 
Section 202 of the general provisions is permanent legislation and, therefore, 
has been deleted. 
PANAMA CANAL BRIDGE 
( None.) 
COMPARATIVE SCHEDULE OF OPERATIONS 


Mr. Preston. For the general information of the Congress I think 
we should insert at the conclusion of these hearings pages 72, 73, 
and 76. 

(The pages referred to follow :) 

PANAMA CANAL ENTERPRISE (PANAMA CANAL COMPANY AND 


CaNaL ZONE GOVERNMENT) 


Comparative schedule of operations 








Expenses 
Income (including 
depreciation) 


ACTUAL, FISCAL YEAR 1959 


Transit operations ------ beck eect tis ce as $50, 294, 534 $20, 848, 120 $29, 446, 414 
Supporting services: 
Maritime services.............-.- : sian eetead 5, 344, 985 | 4, 797, 464 | 547, 521 
Employee services___- ; ; | 19,761,891 | 19, 192, 463 | 569, 428 
Transportation and utilities services. ___._- saan 8, 598, 568 | 8, 263, 933 | 334, 635 
Other supporting services____- ae : 3, 250, 893 | 2, 728, 655 | 522, 238 
Canal Zone Government x a opeetie 7, 229, 596 18, 875, 732 —11, 646, 136 


—7, 811, 158 


| 
i 
Interest ._____ ; cad caichiaisn ied baie e ee Rae | —8, 979, 415 


Other gener: ral revenue and | expe nses__- Ree beer 982, 331 8, 793, 484 | 
Total operations ---_- ‘ 95, 462, 798 92, 47’ %, 266 2, 983, 532 
Nonoperating income and expe nse, net... | 3, 246, 789 |__--- 3, 246, 789 
Adjustment to retained earnings for payme nt to Civil Service 
Commission to cover prior years’ retirement contribution 
for employees brought under civil service retirement by the 
Canal Zone Wage and Employment Practices Act, 1958 
(72 Stat. 405) os --------| 4,787,930 | —4,737, 990 





Total change in retained earnings__..................- 98, 709, 587 _™ 217, 196 1, 492, 391 
ESTIMATE FISCAL YEAR 1960 


Transit operations a ee amin 5 | 51, 133, 000 19, 810, 000 | 31, 323, 000 
Supporting services 
Maritime services tn ieecitais 5, 679, 300 4, 859, 300 820, 000 
Employee services 19, 594, 400 19, 036, 800 557, 600 
Transportation and utilities services 8, 871, 800 8, 648, 400 223, 400 
Other supporting services Tees 2, 769, 100 | 2, 367, 500 401, 600 
Canal Zone Government 7, 345, 500 19, 862, 400 —12, 516, 900 
Interest 8, 815, 500 —8, 815, 500 
Other general revenue and expenses_._-___- 927, 400 8, 600, 600 —7, 673, 200 








Total operations ______ oe 96, 320, 500 92, 000, 500 4, 320, 000 
Nonoperating income and expense, net... 10, 674, 800 |_- : 10, 674, 800 
Transfer from interest-bearing investme nt (73 Stat. 428)___ 10, 000, 000 “5 10, 000, 000 


Total change in retained earnings. -_-_- poe valg 116, 995, 300 | 92, 000, 500 24, 994, 800 


Transit operations. 51, 645,000 | 19, 964, 100 31, 680, 900 
Supporting services: | 
Maritime services 5, 958, 000 5, 088, 000 870, 000 
Employee services 19,461,700 | 18,828, 000 633, 700 
Transportation and utilities services 9, 196, 800 | 8, 921, 400 275, 400 
Other supporting services. 2, 628, 000 | 2, 309, 100 318, 900 
Canal Zone Government. 7, 419, 900 19, 930, 200 —12, 510, 300 
Interest_ 8, 747, 800 —8, 747, 800 
Other general revenue and expenses__- 860, 700 8, 701, 500 —7, 840, 800 


; Total operations 97, 170, 100 92, 490, 100 4, 680, 000 
Nonoperating income and expense, net 


Total change in retained earnings 97, 170, 100 92, 490, 100 4, 680, 000 
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PANAMA CANAL COMPANY FUND 


Statement of equity of U.S. Government, June 30, 1959 


Net direct investment: 
Capital stock in Panama Railroad Company 
Valuation of net assets transferred from the 
nal (agency) 


-anama Ca- 


Gross direct investment 


Less dividends and other charges deductible from direct invest- 


ment: 
Capital repayments to U.S. Treasury : 
Prior to June 30, 1951 
Subsequent to June 30, 1951 
Appraised value of properties conveyed to the Republic of 
Panama: 
Dec. 16, 19438 
Under 1955 treaty 
Property transfers, other U.S. Government agencies, net___ 
Net capital losses resulting from 1955 treaty with the Re- 
public of Panama 


Total deductions__- 
Net direct investment 


Retained revenue: 
Retained revenue at July 1, 1951 
Net revenue subsequent to July 1, 1951 
Extraordinary (charges) and credits to retained revenue: 
Net gain on sale of SS Panama 
Excess of market over book value of properties transferred 
to the Republic of Panama under 1955 treaty : 


Canal Zone Government properties 
Provision for non-capital-power-conversion costs_...._---~ 
Agency contribution to U.S. Civil Service retirement fund 
Tor NOR-U.S: Cie GINOIO FON a secs ccc ceneien 


402, 187, 770 
409, 187, 770 


23, 994, 905 
15, 000, 000 


11, 759, 956 
9, 567, 000 
(1, 025, 706) 

219, 540 


59, 515, 695 


_ 349, 672, O75 


71, 136, 026 
25, 796, 167 


4, 272, 104 
7, 123, 914 
450, 540 
(4, 000, 000) 
(4, 737, 930) 


100, 040, 821 


10, 000, 000 


90, 040, 821 
——— 


Equity of U.S. Government 


439, 712, 896 


Mr. Preston. Unless there are further questions this concludes the 


hearings. 
your staff, for your fine presentation. 
Governor Porrer. It 1s a fine staff, sir. 


We wish to thank you, Governor, and the members of 
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Trurspay, JANUARY 21, 1960. 
GOVERNMENT STATISTICS PROGRAM 
WITNESSES 


HON. RICHARD BOLLING, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MISSOURI 

HON. THOMAS B. CURTIS, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MISSOURI 


Mr. Preston. This afternoon the committee will hear outside wit- 
nesses. Our first witnesses, our distinguished colleagues, the Honor- 
able Richard Bolling and the Honorable Thomas B. Curtis. 

We shall be glad to hear from you, Mr. Bolling, at this point. 

Mr. Bourne. Thank you very much, Mr, Chairman. I want you 
to understand, gentlemen, that this is not a proforma appearance, 
This is a labor of love as far as Tom Curtis and I are concerned. 
Statistics have no political utility to any Member of Congress that I 
know of. 

I am here particularly because in the work on the Joint Economic 
Committee, over a period of years, we have come to recognize that 
these statistical programs are for all practical reasons as important 
to sound economic judgment as the work of the CIA is to our judg- 
ments on defense and otherwise. 

We found in our work over many years there are many very serious 

gaps in the collection of statistics, both by the Federal Government 
and by the private agencies, in making it ‘possible for us in Govern- 
ment and in pr ivate industr y and in other places to make sound deci- 
sions on economic matters of a general nature. 

This year the administration has come up with a program which 
we think will do a great deal to fill some of those serious gaps in the 
economic intelligenc e available to policymakers, private and public. 
Most of these programs come before your subcommittee. 

We have discussed this matter with the people in the Bureau of 
the Budget and the other technicians with whom we keep in close 
contact. I have been chairman of the Subcommittee on Economic 
Statistics of the Joint Economic Committee for 6 years. Mr. Curtis 
has been a member for a number of years. The proposals we are 
concerned with today are to improve retail trade series, to initiate 
monthly estimates of activity in the service trades, to improve the 
annual company statistics program to get a new survey of State 
and local government finances. to dev elop accounts of interindustry 
sales and purchases, and they also are going along with a fairly exten- 
sive program in the periodic census. 

I wish tosay just a few words about each of these. 

One of the reasons that the most recent recession was no more acute 
than it was was that consumers continued to buy and buy at a pretty 
high level. 

This first proposal for better retail trade statistics would make it 
easier to judge that this was going on in advance of the time or during 
the time the Nation had some economic difficulty. It would give better 
economic intelligence as to what is actually happening in the retail 
field. There is some controversy in this I gather because some of the 
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aspects of the program recommended by the administration will be not 
entirely satisfactory to certain of the large economic interests; 
namely, the department stores. There is hope, however, this can be 
worked out on an informal basis. 

Then in the last years, as I am sure you are all aware, the impor- 
tance of the service segment of the economy has increased enormously. 
As a matter of fact, as far as the question of inflation is concerned a 
great deal of the inflation which has taken place has been in the service 
trades. 

This would make a great improvement in this. So far to date 

all we have is about every 5 years a census which does something in 
the field. This program would start to provide data on a monthly 
basis. 

In our full committee studies, and particularly in a report which 
will be released this coming Tuesday, a major year long study on 
employment, growth, and price levels, one of the emphases that has 
been made by everybody is the need for better understanding of the 
effects of the market power of our large manufacturing concern. 

This next program which comes under the jurisdiction of your 
subcommittee, the annual company statistics program, would give 
information in a large number of areas which would make it better 
possibly to judge the significance of mergers and other ownership 
changes. We think this is important. 

Then in the last 10 or 12 years the significance of the proportion 
of total gross national product and expe nditures of State and National 
Governments has increased enormously. It is now approaching $60 
billion a year, about an eighth of our total gross national product. 
We have inadequate sadeaian ation on this type of expenditure, and one 
of the programs proposed is in this area. We think it would be very 
important that this program be permitted to go ahead because this is 
an area of information where we have bad gaps. 

Another problem has been the problem of growth and shrinkage 
of one segment of industry as compared to the whole and as compared 
to the other elements in the whole industrial complex. Much could 
be learned about this with the development of a program for accounts 
of interindustry sales and purchases. Such a program would make 
more precise our knowledge of what is going on in a particular in- 
dustry and give us a better opportunity to have some judgment as to 
what the future is and what the immediate future holds. 

While I do not in any sense pretend to presume on your expertness, 
I know you have been hearing these proposals or proposals similar to 
them for many years and know more about them than we do in terms 
of the overall picture, we think a relatively small amount of money is 
involved, we think it is very important that the amounts be granted 
to implement the program because we are convinced we will have only 
the kind of economic well-being this country needs and wants if de- 
cision makers have available to them the kind of an economic intelli- 
gence that a sound and gradually improving statistical program makes 
possible. 

Mr. Preston. Which particular items in the budget do you refer to? 

Mr. Bouiine. In the retail trade series, the Census Bureau requests 
$400,000 for improving substantially its current retail trade program. 
I can give you a detailed justification if you wish. 
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Mr. Preston. I wanted it identified by object. 

Mr. Botting. Initiation of monthly estimates of activity in service 
trades. This is an item of $96,000 plus $15,000 for general administra- 
tion, making a total of $110,000, in the Census. 

Mr. Preston. I wanted to be certain which items you speak to spe- 
cifically so we can give proper weight to your testimony. 

Are those the only two items in our budget to which you refer? 

Mr. Botirna. No, sir. There are several more. The annual com- 
pany statistics program. This is in the amount of $119,000, $104,000 
plus $15,000 for general administration. 

Mr. Preston. Is this the data which previously was collected by the 
Federal Reserve bank ? 

_Mr. Botrrne. No; the retail trade program is that one. A coopera- 
tive program is being worked out. The information we have infor- 
mally is that the Federal Reserve Board will put a subsantial amount 
of money into the program which will give us figures on an overall 
basis, 

Mr. Preston. What is the next item we have in our budget? 

Mr. Botiine. The annual company statistics program. 

Mr. Preston. Where is that found ? 

Mr. Bortrine. Again it is in the Census. It is an item of $119,000, 

Mr. Preston. Would it be under the general heading of “Statistical 
Abstracts and Special Reports”? It states this increase of $104,000 
will provide for the preparation and for publication of selective data 
on a company rather than establishment basis. 

Mr. Bourne. That is exactly right. 

Mr. Preston. $104,000. 

Mr. Botirne. $104,000 plus $15,000 of general administration. 

The next one is new surveys of State and local government finances. 
That is an item of $96,000 plus $14,000. 

The other one is the input-output program within industry in the 
Office of Business Economics. It is an amount of $94,500 requested to 
enable the Office of Business Economics to complete the developmental 
work this year to determine how much each industry buys and sells to 
other industries. 

Mr. Preston. That is an increase of $94,500? 

Mr. Botzing. That is right. Next time we will know the line items, 
Mr. Chairman. We came up on this rather suddenly. 

Mr. Preston. Mr. Curtis, do you have anything to add with ref- 
erence to what Mr. Bolling has been saying? 


STATEMENT OF REPRESENTATIVE THOMAS B, CURTIS 


Mr. Curtis. Thank you, Mr. Chairman. I mainly want to backstop 
what has been said and to tell you that our Subcommittee on Economic 
Statistics of the Joint Economic Committee has gone over this care- 
fully with the staff. I think you can rely on this much—that our 
staff and our subcommitte has gone into this as thoroughly as pos- 
sible. 

We do not want to come in and ask for money that could not be 
wisely spent. On the other hand, it is my own judgment that money 
spent to improve economic statistics is some of the most effective 
money we can spend. 
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I compare economic statistics somewhat to a speedometer on a car 
or an instrument which takes readings which will tell what is going 
on ina motor. The cost. of the instruments will reveal how well the 
motor is functioning and those instruments are well worth the cost. 

One other thing I would like to say, and that is that there has 
grown up, partly as a result of this subcomnmittee’s interest, not while 
Iwas a member of it. I might say, but when Mr. Bolling certainly was, 
a citizens group called the Federal Statistics Users’ Conference which 
consists of users of statistics outside of Government as well as inside 
of Government. These are pretty longheaded men who do not ask 
for statistics which cannot be used to eood advant: ige. This group, 
too, works very closely with the subcommittee in tr ying to arrive at 
intelligent conclusions of what statistics we could get for reasonable 
expenditures of money. 

Mr. Boruine. I think it is important to point out that this Federal 
Statistics Users Conference includes people in high places in industry, 
labor, and in agriculture. ‘They are really a representative group. 
People hk have to work with these figures every day and also have 
to supply the statistics in many cases. I think their interest is very 
important and significant. 

Mr. Preston. This group has testified before the committee pre- 

viously and I believe they will have a representative this afternoon on 
this same subject. 

Gentlemen, we are glad to have the benefit of your views—gentle- 
men who are working in this area in the Congress. We have the 
highest regard for the opinion of both you. Iam sure the subcommittee 
will consider these items very carefully, especially in light of this 
testimony this afternoon. 

Did you wish either of these two gentlemen with you to make 
comments ¢ ; 

Mr. Botrine. No. We had them along because neither of us are 
technicians and we thought you might have technical questions. 

Mr. Presron. Thank you for your appearance, gentlemen. 


Weratuer Bureav 
WITNESS 


HON. FRANK E. SMITH, REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MISSISSIPPI 


Mr. Preston. Our next witness this afternoon is our distinguished 
colleague, the Honorable Frank E. Smith, from the State of Missis- 
sippi, who wishes to talk to us about a matter concerning the Weather 
Bureau. 

Mr. Smith, we shall be glad to hear from you at this time. 

Mr. Smirn. Thank you, Mr. Chairman. 

I will express my appreciation for this opportunity to testify and 
also for the farsighted work which this committee did in its report of 
2 years ago when it directed the Weather Bureau to establish some ex- 
perimental work in specialized agricultural forecasts in the Mississippi 
Delta. 

This work was done throughout a full crop year for the first time 
during the past year of 1959. The results have been beyond the hopes 
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of anyone other than those of us interested in getting this program 
established. 

This consisted of spot weather forecasts which attempt to give neces- 
sary information, and beyond that it has included a great deal of the 
type of service we do not normally think about in terms of regular 

radio forecasts. 

There has been research into the type of weather information that 
is needed for the use of the various crops. For instance, farmers have 
told me that they had less replanting during the past year following 
advice about soil temperature and forecasts of what the temperature 
would be in years ahead. 

The man in charge of the operation down there, in addition to hav- 
ing a wonderful background in agricultural weather information, 
has taken the trouble to fully analyze the needs of the area and has 
consulted time and time again with the people in the various areas 
about what they are doing there. 

As an example, on this premature planting organization, the county 
agents in this area estimated that 200,000 acres were saved from being 
replanted. Just as an offhand estimate, it costs about $5 an acre to 
replant. All this was done with an appropriation of $48,000. 

There is no way to figure out what the specific savings amount to, of 
course, but I think we can make a fair estimate that there was a mini- 
mum saving of $2 million in the area as a result of this improved 
service. 

As the service continues and as research goes along and they learn 
more about what specifically is needed, and as the farmers learn to 
utilize this information better, and there is a better transmission to the 
farmer, I think savings will be increased. 

As an example of the type of interest involved in this, in one county, 
the county board of supervisors has put in a teletype machine in the 
county agent’s office to get these forecasts as they come in, and all the 
other information, and they supply the additional telephone service to 
the county agents so the farmers can call out the agents to find out the 
current weather information. 

The radio stations in the area utilize it and they are learning to do 
the job properly. One of the things that has resulted from all this is 
that for the first time these radio stations are paving attention with 
what they do with this information and not reading the same infor- 
mation over and over again because they are too lazy to pick up 4 
new report. 

The Mississippi Employment Security Commission wrote me that 
they were able to improve their operations in supplying agricultural 
workers with this service because of not putting too many people in 
the wrong place. They had a better idea what the weather would be. 
T had no idea they could make that much improvement, but they used 
the broadcast during the cotton-nicking season, for example, bringing 
workers over from one part of the State and taking them to another. 
Thanks to this, it was done with far greater efficiency, and that bene- 
fited not only the farmers who emnloy the labor but the laborers them- 
selves. They were never shipped out at a time when they could not 
work and draw money. 

This work has been so beneficial that it has occurred to me and the 
people who utilize this mostly in our area that it could be expanded 
on a limited experimental basis to the entire agricultural region of the 
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Mississippi Delta. When I speak of the Mississippi I refer to the 
river, touching parts of Missouri, Arkansas, and Louisiana. Part 
of the farming operations in that area are almost identical. Cotton 
is our chief crop but we raise rice, small grains, and beans. The same 
type of farming operation is carried on. That is basically what you 
need to provide a centralized weather forecast that will serve the farm- 
ers. You need to know what type of operation they are carrying on. 
When the farmers as a whole do the same type of operation this ty pe 
of forecast can be organized and the research can be coordinated in 
far better fashion. 

What I am asking this committee to do today is, if possible, to 
make funds available directly, allocate the funds, or in some fashion 
direct the weather service to extend this on an experimental basis 
again to these adjacent areas. It has been found that this work can 
be done by agricultural regions of this type 

I think the same sort of service should be made available in whatever 
fashion possible to other agricultural regions throughout the country 
where there is an identity of interest. The best way to experiment is 
right here where the work has been started. 

The specialized agricultural weather service which was begun on an 
experimental basis in the Mississippi Delta has produced such effective 
results in its first year of operation, and offers the possibility of even 
greater results as conclusions developed from experiments and research 
which are underway, that it can be extended at relatively little cost. 

This area, commonly called the Delta area of the Mississippi Valley, 
includes parts of Louisiana, Arkansas, Tennessee, and Missouri. 
There is as much of an identity of agricultural interests in this region 
as in any area of similar size anywhere in the United States. The 
climatic conditions are very similar with the main variance being due 
to the fact that it does extend for a north-south distance of better than 
400 miles. 

I have had an unofficial estimate made which indicates that the 
present service could be extended throughout most of this area with 
some improvements for a total cost of only $200,000. I am conse- 
quently asking this committee to approve this extension, not only in 
the interest of the agricultural economy of the Mississippi Valley, but 
as an experiment which will demonstrate the value of this program 
to other agricultural regions throughout the country 

Virtually none of these regions lies wholly within a single State 
and the program can be developed only through the intiative of the 
congressional committees which will direct the Weather Bureau to 
provide this service. I think this is an ideal opportunity for further 
demonstration of how the weather service can be made more effective 
for agricultural needs throughout the country. 

As I told you all earlier there is no question that in almost all agri- 
cultural industries, certainly with regard to cotton, the price of cotton 
has to be e ompetitive not only with foreign markets but with synthetic 
fibers. Instead of the price of cotton getting higher I think it will 
get lower. Anything we can do to improve the effici iency of the farmer 
and his operation, the better it will be for the farmer and our overall 
economy. 

I think this is an ideal opportunity for the Government through a 
relatively small investment to contribute a vast amount to the efficiency 
of the farmers’ operation. 










OVS © => 













































816 


What you did 2 years ago with regard to this program started some- 
thing which I think in the years ahead will be extended in the interest 
of good sound economy for ‘the entire country. It is something that 
cannot be done on a State-by-State basis because there is virtually no 
State which has an identical operation throughout the State. It has 
to be done in terms of geographic regions and done this way. 

Mr. Preston. Mr. Smith, as you perhaps know, the Weather Bureau 
originally was part of the Dep: urtment of Agr iculture and its principal 
function was to render service to agric ulture, but in recent years the 
emphasis has shifted from agric ulture to aviation and other things. 

In the past I have observed, and I reiterate today, greater emphasis 
should be placed on agriculture within the We vather Bureau because 
it is just as important to agriculture as it is to aviation. 

Coming from an agricultural section I know something about what 
you say when you refer to replanting and how expensive it is and 
how it can affect whether a farmer makes a profit or not in his opera- 
tion. 

Cotton acreage has been reduced to the point where one must have 
an extremely efficient operation if he is to make any profit whatso- 
ever, so the committee certainly will consider your recommendation 
relative to the expansion of this service. 

Unfortunately we did not know early enough to interrogate the 
Weather Bureau about this when they appeared before us, but I 
assume you have some basis for giving us the statement relative to 
$200,000 expanding this program in the general area of the Missis- 
sippi Valley. Is that so? 

Mr. Smirn. This is based on the cost in the Mississippi area and 
what they will have to do in relation to covering the same area. 

Mr. Presron. Is thata figure you have determined ? 

Mr. Suirn. It is partly ‘determined by me but I asked some people 
in the Weather Bureau to check it. They were not in a position to 
give me an official estimate but I asked them to check it and coordi- 
nate it with their idea 

Mr. Preston. Questions? 

Mr. Bow. Mr. Chairman, Congressman Smith always makes a con- 
vincing statement whether on the floor or here in the committee, and 
the one today is particularly convincing. 

I have before me the U.S. Department of Commerce Weather 
Bureau Agricultural W eather Forec asting Service, “Project Missis- 
sippi Delta Area.” 

On page 17 of that report there are recommendations for a continu- 
ation. ‘Thisis dated April 1, 1959. 

It is on the basis of preliminary evaluation of this pilot project that the 
Weather Bureau strongly recommends that project be continued at least through 
fiscal year 1960. By the spring of 1960 the full implemented program will have 
been in effect for a full crop year. At that time the Weather Bureau and the 
delta’s agricultural interests should be in a position to fully evaluate the project 
and make concrete recommendations regarding the delta project and possible 
recommendations for further development in specialized agricultural weather 
service in this and other areas of the country. 

I do not recall the Weather Bureau making any recommendation 
or even discussing this matter with us. 

Mr. Preston. Something was contained in a general statement of 


Dr. Reichelderfer. 
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Mr. Bow. I do not find it. 

Mr. Preston. I may be in error about it. 

Mr. Bow. Inasmuch as this statement of the Weather Bureau itself 
says they would be in a position to make recommendations to us I feel 
that the Weather Bureau has been derelict in not giving us a report 
on this project. 

From what. Congressman Smith says this is certainly something 
that warrants a report to us. 

I agree agriculture is very important and the case made here by 
Congressman Smith is very strong. 

Mr. Smrri. There is something from the Weather Bureau in 1959, 
arelease they put out. 

Mr. Preston. Mr. Smith, I want to commend you for having the 
initiative to bring this matter to the attention of our subcommittee. 
It was through your initiative and interest in the agricultural sit- 
uation in your area that this committee approved this item originally. 

We are very glad you brought it to our attention. 

Mr. Bow. Do I understand, Mr. Chairman, that if we do not take 
some action this will be discontinued ? 

Mr. Preston. I would assume the fund requested would continue 
one operation through fiscal 1961. 

Mr. Smirn. That is my understanding. I have not specifically 
checked. I will check if they have made a recommendation beyond 
this paper. 

Mr. Bow. This is what disturbed me, that perhaps they would dis- 
continue what they have, and that would be a crime. 

Mr. Smirn. There is no way to pin it down in the budget, but my 
understanding was that it was supposed to be continued at the same 
level. 

Mr. Presron. I think that is true. 

Mr. Soirn. Certainly I agree if there is any possibility they are 
trying to cut it off, ever ything. would have been wasted. 

‘Mr. Bow. Thank you, Mr. Chairman. 

Mr. Preston. Thank you, Mr. Smith. 

Mr. Smiru. Thank you very much, gentlemen. 


Srate Maritime ACADEMIES 
WITNESSES 


HON. CLIFFORD G. McINTIRE, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MAINE 


HON. JOHN F. BALDWIN, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Preston. We have next two witnesses from the Congress, the 
Honorable Clifford G. McIntire from Maine and the Honorable John 
F. Baldwin from California, who wish to speak to us on the subject of 
State maritime academies. 

We are delighted to have these gentlemen with us. They have pre- 
viously appeared before us and expressed interest in the effective 
operation of these academies and expressed some concern about the 
amount of the appropriation for them in the past. 
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We shall inquire of you gentlemen if you have prepared statements. 

Mr. McInrire. I have, Mr. Chairman: 

Mr. Batpwin. Yes, Mr. Chairman. 

Mr. Preston. Would you care to insert them in the record and make 
brief comments or express highlights from the statements ? 

Mr. McIntire. I should be happy to. 

Mr. Preston. Who wishes to proceed first ? 

Mr. McInrinre. I apprec iate the opportunity to present a statement 
to this committee. There is a portion which I would just like to spe- 
cifically call your attention to. 

First let me say I am in support of the budget estimates and for the 
purposes set forth. 

The one point I would like to mention is that since I last appeared 
before this committee not only has our State legislature oy or the 
maritime academy in Maine with an appropriation from State funds 
of $187,000, but in addition to that we have appropriated for capital 
improvements, first, by a special item in the regular appropriations of 
the State legislature of $20,000 for general improvements of buildings, 
and in addition to that on a very substantial bond issue endorsed by 
the legislature and approved by the State of Maine citizens in a public 
referendum $166,000 is now available for construction of new facili- 
ties on this campus which will bea new building. 

This building already is in the planning stage, the money is avail- 
able, and actual construction will begin late in the spring of 1960. 

This was the point I wanted particularly to call to your attention, 
indicating our full support of the program so far as the citizens of 
Maine and our State legislature are concerned. 

Mr. Preston. We are delighted to have this encouraging informa- 
tion. It is very significant. 

(Mr. McIntire’s prepared statement follows :) 


STATEMENT OF Hon. CLiFrorp G. McINTIRE 


Mr. Chairman, it is indeed encouraging to observe that the budget recom- 
mendations for the operation of State marine schools in fiscal 1961 reflects a 
figure of $1,270,000, this representing an increase of $160,000 over the $1,110,000 
appropriated by the Congress for this function in fiscal 1960. 

I am advised that $100,000 of this increase will be applied to the maintenance 
and repair of training vessels used at the four State academies. This, in my 
mind, is a wise application of these funds, for it is my understanding that the 
training ships currently being used by the maritime schools are approximately 17 
years old, most of them having been built in the 1948 period. These are vessels 
which, during the last World War, were used in heavy-line duty, having been 
driven at high speeds and exposed to rugged sea conditions during this emergency 
period. Furthermore, at the conclusion of the war, these vessels became part 
of our reserve fleet, maintaining this reserve status for from 9 to 10 years before 
they were once again restored to active duty through acquisition by the maritime 
academies. 

In short, because these training ships are not new, the costs of maintaining 
them are relatively high, and they regularly stand in need of repair in order to 
operate at the necessary high degree of efficiency. Too, such costs just like all 
other costs for materials and services, are today on the upswing. In fact, it is 
estimated that during the last 10 years there has been an increase of 30 percent 
in the cost associated with maintaining and repairing these school vessels. 

Against the background of these facts, I am convinced that the increase in 
sums for maintenance and repair of maritime school vessels is highly justified. 

The $60,000 balance of the increase in the appropriation concerned has, I 
understand, been applied to student allowances. This increase will permit 100 
more students than last year to receive the $600 allowance that is used to satisfy 
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the uniform, book, and subsistence needs of the cadet midshipmen. In fact, the 
Maritime Administration advises me that 1,200 students in all can be accommo- 
dated by this increased amount, which means that giving due recognition to 
attrition, all students attending the four State academies will receive the S600 
annual allowance. 

It is interesting to note that the congressional appropriation for fiscal 1960 
permitted the extension of the $600 allowance to all of the students attending 
the State academies. This move corrected what was, as I pointed out to this 
committee last year, a great inequity that attended the maritime training pro- 
gram, for prior to the last year period there were some students who received 
Federal assistance and others who did not. This was owing to the fact that 
Congress had previously limited Government payments to an aggregate of 710 
midshipmen at the 4 State academies. 

Mr. Chairman, it is my considered opinion that it would be well to continue 
as the budget estimate provides—along with this trend in the direction of 
eliminating what was once an inequity in student allowances. 

The annual grant figure for State schools which take in out-of-State students 
is provided for in the budget at $75,000, a figure identical to that of last year. 
This grant to the States contributes very materially as an aid in helping the 
States defray costs of academy operation, and I earnestly hope the sum 
concerned will be supported by this committee. 

It may prove of interest to this committee to know that the State of Maine 
had, as of September 30, 1959, a total of 277 cadets at its maritime academy 
in Castine, Maine. Of this amount 142 were in-State students, while 135 
were out-of-State cadets. As I pointed out previously, all of these students, in 
fiscal 1960, received the Federal student allowance of $600. 

Mr. Chairman, before concluding my testimony, I would like to point out 
to the committee that the cost of maintaining and operaing the State maritime 
schools is far from being one that is borne by the Federal Government in 
entirety. In this regard, I would like to present some statistics that will serve 
to place the Federal contribution in proper perspective: In fiscal 1960 a total 
of $624,500 was expended for the operation of Maine’s Maritime Academy. 
Making up this total figure was a State of Maine contribution of $187,000 (31 
percent), a student payment of $162,000 (26 percent), and a Federal grant of 
$275,000 (438 percent). 

Furthermore, I would like to call the committee’s attention to the fact that 
the State of Maine is giving enthusiastic financial support to this maritime 
training program, for the State of Maine Legislature, in its session of last year, 
appropriated as a special consideration the sum of $20,000 for repair to all 
of the Maine academy’s buildings. 

In addition, just last year a substantial bond issue was endorsed by the 
legislature and approved by State of Maine citizens in a public referendum, 
$166,000 of the proceeds of which are to be applied to the construction of a new 
building on the Maine academy grounds. This building is presently in the 
planning stage, with actual construction scheduled to commence sometime in 
the late spring of this year. It is my understanding that this building will 
house equipment natured to accommodate up-to-date machinery that will facili- 
tate maritime training consistent with the current theme of nuclear power. 

In concluding my remarks, I would like to say that the State maritime acade- 
mies came into being as a consequence of an act of Congress, and since their 
inception the Congress has, historically, continued to give its sanction to their 
development in tune with the maritime needs of our time. 

Each one of us is consummately aware that this Maritime Service performs, 
in effect, as a vital third arm of our national defense, and because of this I 
respectfully urge that this committee give its endorsement to the President's 
budget recommendation for this highly valuable maritime training program. 

Mr. Chairman, I deeply appreciate having this opportunity to present my 
testimony on this subject of my keen interest to the members of this committee. 


STATEMENT OF REPRESENTATIVE JOHN EF. BALDWIN 


Mr. Preston. We shall hear now from Representative Baldwin. 

Mr. Batpwin. IJ should like to stress the same point, Mr. Chairman. 
This year the California State budget for the maritime academy is 
$387,565 for support and $60,000 for capital outlay. 





820 


+, 


Last year the State appropriated $368,822 for support and $780,964 


+ 


for capital outlay, of which $701,400 was for a new engineering build- 
ing, and since 1952 the State of California has : appropriated a ‘total of 
$2,404,164 in capital outlay alone for the California Maritime Acad- 
emy. ‘This does stress that our State legislatures are interested 
doing their share and they are doing it. 

I know you are interested in that fact. 

Mr. Preston. We certainly are. These are very encouraging 
reports that you gentlemen have brought us. 

Mr. Batpwin. I would like to support the appropriation of $1,270,- 
000. It is simply to carry out commitments made in the 1958 bill 
and the contractual arrangements made between the Maritime Admin- 
istration and the State and marine schools under that bill. 

Mr. Preston. As you gentlemen will recall this committee approved 
the full budget request. for these academies each year during my 

recollection. 

Mr. McIntire. We appreciate it. 

Mr. Batpwry. We appreciate it very much. 

(Mr. Baldwin’s prepared statement follows :) 


STATEMENT OF Hon. JOHN F. BALDWIN 


Mr. Chairman, I desire to support the appropriation contained in the budget 
for fiscal year 1961 for the four State marine schools. This appropriation ap- 
pears on page 410 of the budget, and amounts to $1,270,000. 

The California Maritime Academy in Vallejo, Calif., is one of these four State 
marine schools. This academy is rendering very outstanding service. Its en- 
rollment this year reached approximately 240 students. The State of California 
has steadily increased its appropriation for this academy, and the amounts in 
the California State budget for the academy this year are $387,565 for support, 
and $60,000 for capital outlay. Last year: the California State Legislature 
appropriated $368,822 for support, and $780,964 for capital outlay. The latter 
included $701,400 for a new engineering building and for equipment contracts. 
Since 1952 the State of California has invested a total of $2,404,164 in capital 
outlay alone for this academy. The State plans an additional outlay of $520,000 
between now and 1964. 

The Maritime Academy Act of 1958 recognizes that the Federal contribution 
should likewise be increased for these four State academies. This is only fair 
and proper, and gives recognition to the fact that costs of operating such acade- 
mies are greater ‘today than when these academies were established many years 
ago. 

We are steadily losing maritime officers from the merchant marine fleet, and 
it is constantly necessary to provide qualified replacements for these officers. 
The State marine schools provide this most essential function. They likewise 
provide trained men who can be called upon to function in our Navy in times of 
emergency. 


Mr. Preston. Thank you very much, gentlemen. 
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Mr. Presron. Our next witness is Mr. Rodney W. Markley, Jr., of 
the Federal Statistics Users’ Conference, who wishes to speak to the 
committee on the subject of Government statistics, and Mr. Markley, 
if you will introduce the gentlemen you have with you for the 1 ecord 
at this point, we will be gl: ad to have you do so. 

Mr. Markiry. Thank you, Mr. C hairman. 

My name is Rodney W. Markley, Jr., 1 am manager of the Wash- 
ington office of Ford Motor Co. and the Ford Motor Co. has been 
interested in and has worked with the Federal Statistics Users’ Con- 
ference for a number of years. 

[ would like to introduce Mr. Ralph Gillen of McKinsey & Co. and 
Mr. Roye Lowry, who is the executive secretary of the Federal 
Statistics Users’ Conference. 

In addition to the two men with me, we were to have had with us 
2 representative of the AFL-CIO, Mr. Ben Seligman of the Retail 
Clerks’ International Association. Unfortunately, due to a death in 
his family, he was unable to come with us. 

At the outset, I would like to say that I am not a technician in this 
field of statistics. My interest is a business interest and with your 
indulgence I would like to file for the record this statement which 
does contain some information about the specifics in the appropria 
tion. I know you are pressed for time, but I would like to tell you 
something of the reasons why the Ford Motor Co., for whom I can 
speak more clearly than anyone else, is interested in expenditures and 
appropriations for Federal statistics and what they mean to the busi- 
ness community. 

(The statement in full of Mr. Markley is as follows :) 






















STATEMENT OF R. W. MARKLEY, JR., OF THE FEDERAL STATISTICS USERS’ 
CONFERENCE 







The statistical programs of the Bureau of the Census and the Office of Busi- 
ness Economics are widely used by business firms, labor unions, farm organiza 
tions, and research organizations. They are important to us in business not 
only because they provide many general economic and business indicators but 
also because they supply information of vital importance in making business de 
cisions and plans. 

Iam nota technician, and IT am not competent to speak on the technical de- 
tails of the 1961 census and OBE programs. I do have some observations on the 
practical significance of the programs as contained in the budget now before you. 

First, I would like to express the hope that this committee will support the 
requests made for the periodic census programs. These censuses provide 
detailed basic data which benchmark current Federal statistical programs and 
analyses. These same benchmarks are widely used by businessmen and private 
researchers as the foundation for many extensive surveys to develop detailed 
information on problems with which they are particularly concerned. 

















The Census Bureau is doing a good job in speeding up the operations connected 
with the periodic censuses. It looks as though data from the censuses will be re- 
leased much earlier than in the past. 

First results, as revealed in the initial flow of reports on the 1958 economic 
censuses are encouraging. It is to be hoped that the Bureau of the Census will 
be able to follow through on this most promising beginning. 

The most striking program innovation in the 1961 budget for the Bureau 
of the Census is the proposal to consolidate the census retail trade program 
and the Federal Reserve Board’s department store statistics. This proposal 
can be a significant step toward providing better retail trade data for many 
purposes. Certainly, it should lead to better estimates of personal consumption 
expenditures in the national economic accounts, and it will yield better in- 
formation to those users who look to these data as broad economic indicators. 

However, the program before you is not adequate to meet many business 
and other needs. Present Federal Reserve statistics provide geographical and 
departmental detail which would not be available from the proposed census 
program. The existing detailed Federal Reserve data have many deficiencies. 
They are widely used, however, and some substitute must be found if they are 
to be eliminated. It is encouraging to note that discussions involving the 
sureau of the Budget, the Bureau of the Census, the Federal Reserve Board, 
und members of the retail trade aimed at meeting this need, are now going 
forward. Without the provision of adequate detailed information in some 
way, many users would consider the proposed consolidation of Federal Reserve 
Board and census data to be a step backward, not a step forward. 

If an adequate alternative to existing detailed information is developed, the 
proposed consolidation of census retail trade and Federal Reserve Board de- 
partment store statistics would bring about a marked improvement in the 
statistical information on this important area. 

The 1961 census program would also provide monthly estimates of receipts 
of service industries. This would be welcome current information on a_ part 
of the economy which is of growing importance. 

The census also proposes to develop quarterly estimates of State and local 
government finances. Here is a 60-odd-billion-dollar segment of the economy 
on which factual information is available only annually. Quarterly estimates 
would be more timely and would strengthen the underpinnings of other Federal 
statistical programs. Construction statistics and the quarterly national income 
and product estimates would benefit particularly from this improvement. 

The proposal to develop annual esimates of anticipated expenditures for 
State and local government capital expenditures would be an important an- 
ticipatory indicator and would contribute significantly to our understanding 
of the economic outlook. 

The small program to develop an annual series on company statistics will 
be of interest primarily to users concerned with overall economic analysis. 
The Bureau of the Census has done some work in this area based on the 1954 
Economic Census and plans to develop similar information from the 1958 
Economic Censuses. Some business firms have used this information in their 
advance planning, and a growing business use could be expected if up-to-date 
information were provided regularly. 

It is heartening to note that the 1961 budget provides additional resources 
to be used in pressing forward the interindustry purchase and sales studies in 
the Office of Business Economics. The usefulness of these studies would be con- 
siderably reduced if they were delayed by lack of funds. 

The study of foreign investments in the United States which is proposed for 
the next fiscal year, but for which no additional funds are required, is particu- 
larly timely in the light of present concern over our international balance of 
payments. 


Mr. Marxury. I think generally there is a considerable amount of 
misunderstanding in this regard. It has been interesting to me in 
the last 7 or 8 years to see the tremendous growth in industry of the 
use of statistics in the decision-making process in a corporation. 

I would say that rarely a day goes by in the Ford Motor Co. that 
a decision is made on the location of a plant, a product to be built, a 
product to be bought. or distribution of nroduct, that isn’t based at 
least in part on some Federal statistical series. 
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You might be interested to know that every Monday morning the 
top mani iwement of Ford Motor Co. has a meeting with our people 
in the company who work with statistics, many of which are Federal 
in nature. In this meeting they discuss business trends and business 
conditions and carefully review the economic structure of the company 
and the country. Much of this discussion is based on Federal 
statistics. 

I mentioned that there has been a growth in this. It has only been 
in the last 5 or 6 years that the economists in the company have been 
participating in these management decisions. Due to this growth and 
recognition ‘Within. the company and within most businesses of the 
importance of measurements in the decisionmaking process, Federal] 
statistics have become increasingly important to us and to the business 
community generally. 

The process of trying to determine what the market will be, where 
we should locate a plant, what line of products we should build, what 
mix of products we should build, whether they should be station 
wagons or convertibles is a very important business function. These 
are important decisions which have important consequences. Again, 
I would like to reiterate that many of the decisions have their roots 
in the kind of information that the Department of Commerce is ask- 
ing money for in its appropriations. 

Again, with your indulgence, I would like very briefly to say that 
the Federal Statistics Users’ Conference was launched by interested 
parties in business, labor, and the professions, all of whom have com- 
mon objectives and problems in the statistical field. I think you will 
be happy to know that we are not dedicated solely to an increased 
Federal expenditure in statistics. We will be the first to criticize 
a series and ask for its elimination if it is superfluous. We seek pri- 
marily the improvement of the caliber and quality of Federal sta- 
tistics. This, very briefly, is the goal of the conference. 

This is what I had hoped to tell you today. If there are any ques- 
tions, I would be delighted to answer them. 

Mr. Presron. Do the gentlemen with vou care to speak or are they 
here to support you in the osition you take? 

Mr. Ginten. My firm, McKinsey & Co., is a firm of management 
consultants. We not infrequently make use of Federal statistics 
in rendering consulting services to a variety of small businesses. I 
just wanted to make the particular point that it is not only companies 
of the size of the Ford Motor Co. that make use of information of this 
nature. Just this past week I was down in the great State of Georgia, 
serving a utility company, a very small utility company, as a m: natter of 
fact, and one of the the pieces of information that they are able to 
make very substantial use of is a construction report that is al out 
by the Bureau of Census now which will tell them how many new 
homes are being constructed in the area that they serve. As a conse- 
quence, in analyzing what their job ought to be to extend gas service, 
they can get some very good indics ation of the job that they have to 
do aan the type of effort that they will have to put out. This is a 
company whose annual sales volume is probably something under $6 
million. It is an illustration of the kind of use of Federal statistics 
that a company that size can make. 

Mr. Preston. Thank you, sir. 

Do you have any comment to make? 
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Mr. Lowry. No, sir. | appear only to assist these gentlemen who 
are the witnesses. 

Mr. Preston. We are aware of the particular items you are re- 
ferring to in the budget, I think. There are some increases in the 
budget in the Census Bureau for the purposes about which you speak, 

Mr. Markey. Yes, sir. 

Mr. Preston. We feel that this Congress has been reasonably gen- 
erous with the Census Bureau. Their program has steadily grown 
through the years. We are aware, however, of the necessity for good, 
accurate statistics. 

I would like to ask Mr. Bow if he has any questions at this point. 

Mr. Bow. I have no questions. Thank you, Mr. Chairman. 

Mr. Preston. Thank you, gentlemen, for bringing us your views 
on this important subject. 

Mr. Markury. Thank you very much, Mr. Chairman. 

Mr. Presron. It is nice to see all of you. 


MERCHANT MARINE ACADEMY AND STATE MARITIME ACADEMIES 


Mr. Preston. Without objection, I should like to insert in the 
record at this point a communication from the American Legion 
relative to the Merchant Marine Academy and the State maritime 
academies. 

(The matter referred to follows :) 


THE AMERICAN LEGION, 
Washington, D.C., January 22, 1960. 
Hon. PRINCE H. PRESTON, 
Chairman, Subcommittee on Commerce of the House Appropriations Committee, 
Washington, D.C. 

DEAR CONGRESSMAN PRESTON: Referring to the hearings now being conducted 
by the Subcommittee on Commerce of the House Appropriations Committee, 
I would like to take this opportunity to inform the members of the subcom- 
mittee of the continuing interest of the American Legion in the well-being and 
growth of the U.S. Merchant Marine Academy, Kings Point and the maritime 
colleges in Maine, Massachusetts, California, and New York. Our position is 
outlined in the attached copy of Resolution No. 632, adopted at our 1959 na- 
tional convention. 

By and large the recommended budget for maintenance and operation of the 
U.S. Merchant Marine Academy appears adequate. However, we respectfully 
urge your committee to carefully judge the fund allocations as set forth in the 
Bureau of the Budget’s request to the Congress for these maritime academies 
in several areas. 

Through its national merchant marine committee of the national security 
commission, the American Legion’s interest in a strong merchant marine has 
grown over the years. Logically, our support of the maritime academies stems 
from this interest. 

We feel that too often in the past this “fourth arm of national defense” has 
not been given its proper priority in the assessment of the Nation’s overall 
defense capability. While the Congress has been generous to the academies 
in the past, according to the Board of Visitors Report of November 19, 1959, 
several areas of necessary improvement deserve consideration. 

It is respectfully called to the attention of the subcommittee that the Board 
of Visitors, in one instance, recommends that funds be provided for an entering 
class of 400 at the Kings Point Academy. While some pressing reason for limi- 
tation of the Kings Point Academy’s entering class at 315 in 1961 will, no doubt, 
be advanced by authorities, we respectfully urge the Congress, after considering 
carefully the arguments pro and con, to support the Board of Visitors recom- 
mendations for an entering class of 400. 


An 
tion, 
Nucle 
year’s 
Cert 
will | 

Th 
Boar 
supp 
dust. 
of Vi 
and 

WwW) 
resel 
that 
com! 

Tt 


Res 
Com 
Sub 
W 
inef 
the 
they 
WV 
pros 
R 
Min 





825 


Another recommendation of the Board which, in our judgment, deserves atten- 
tion, is funding for a nuclear engineering course at the earliest practical time. 
Nuclear-powered merchant vessels—like the NS Savannah—will become in future 
years even more important to the advancement of maritime industry progress. 
Certainly, adequate provisions for training young officers in nuclear engineering 
will become a necessity as time goes by. 

The American Legion extends its sincere appreciation to the Congressional 
Board of Visitors for their interest and support of the continued well-being and 
support of the maritime colleges, the Kings Point Academy and the maritime in- 
dustry, with particular thanks to the signers of the 16th Congressional Board 
of Visitors—Senator Hugh Scott and Congressmen Paul A. Fino, Victor Anfuso, 
and Herbert Zelenko. 

While we are not asking for the privilege of a personal appearance by a rep- 
resentative of our organization before your subcommittee, I respectfully request 
that this letter and the enclosed resolution be given consideration by the sub- 
committee and incorporated in the record of the hearings. 

Thanking you for your courtesy and consideration, 

Sincerely, 
Mites D. KENNEDY, Director. 


THE 1959 NATIONAL CONVENTION OF THE AMERICAN LEGION HELD IN 
MINNEAPOLIS, MINN., AUGUST 24-27, 1959 


Resolution No. 632. 
Committee : National security commission. 
Subject: Merchant marine. 

Whereas the majority of our war-built merchant vessels are now low-speed 
inefficient and overage which impairs the required capability to promptly meet 
the military sealifts for mass troop and material transportation to wherever 
they may be needed throughout the world; and 

Whereas there is urgent need for an orderly merchant ship replacement 
program to correct this seapower deficiency : Now, therefore, be it 

Resolved by the American Legion assembled in national convention in 
Minneapolis, Minn., August 24-27, 1959, That the Congress : 

1. Implement as fully as possible the sound national maritime policy 
established in the Merchant Marine Act of 1936. 

2. Assure the appropriation of adequate funds to enable the Government 
to meet its obligations and proceed in an accelerated vessel replacement 
program. 

3. Effectively administer the 50-50 law, requiring that a minimum of 

50 percent of cargoes financed by the U.S. Government be transported in 
American-flag ships to the extent they are available. 

4. Encourage exporters, importers, and tourists to use the dependable 
and reliable services of American-flag ships in the interest of a dynamic 
and expanding U.S. foreign commerce and for national defense. 

5. Insure immediately available for national defense, strong intercoastal 
and coastwise steamships services; and expand and improve the port and 
alternate route facilities for use in case of attack. 

6. Increase the efforts of the Government to work with other nations 
toward eliminating discriminatory practices harmful to U.S.-flag shipping. 

7. Commend the American maritime industry and the U.S. Maritime Ad- 
ministration for their research programs on ship design, ship propulsion, 
and for more efficient cargo handling, so that the most up-to-date information 
will be available to various segments of the American merchant fleet to 
insure its leadership among the world’s maritime nations. 

8. Provide adequate shipbuilding and ship repair mobilization bases for 
wartime requirements along all seacoasts; and that Government and mili- 
tary officials allocate and distribute peacetime new ship construction and 
repairs equitably among the Atlantic, gulf, Great Lakes, and Pacific facili- 
ties in the interest of national security. 

9. Continue to encourage and support the U.S. Merchant Marine Academy 
and the maritime colleges in Maine, Massachusetts, California, and New 
York. 

10. Continue a program of direct action for a strong American merchant 
marine. 
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11. Implement the broad and extensive information and education 
campaign by the American Legion on behalf of a strong American merchant 
marine for our national security. 

12. Provide that the chairman of the Merchant Marine Committee and 
the director of the national security commission of the American Legion be, 
and they hereby are, directed to continue to seek and obtain from al] 
possible sources such information and assistance as will insure the effective- 
ness of the mandates of this convention concerning the American merchant 
marine and, further that the chairman and director be, and they hereby are, 
authorized to jurticipate in all public hearings affecting the said program; 
and be it further 

Resolved, That the American Legion assembled in national convention in Min- 
neapolis, Minn., August 24—27, 1959, instructs the national headquarters of the 
American Legion to continue to prepare and to carry out an extensive infor 
mation and education program about the American merchant marine as our 
“fourth arm” of national security. 
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